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DS society 

An outbreak of 
globalphobia 

PatH Wafafaneir, Page IS 




Climate change 

How I learned 
to stop worrying , ... 

Martin Wolf, Page 14 
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cure hope 


rechnology. Page 12 
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WORLD MEWS 

Nazis ‘looted 
$146m in gold 
from victims’ 
during war 

The Nazis took $146m in gold 
from Holocaust victims and 
others in Germany anfl occupied 
territories, according to a Swiss 
study. A 40-nation conference on 
Nazi gold opens in London today. 
Page 16; Background, Page 3; 
Editorial Comment, Page 15 

Russia raises rates 

Russia’s central bank lifted 
interest rates again to ward off 
pressure on the rouble aiyi help 
sta b i l ise the debt market. Lom- 
bard rates rose to 36 per cent but 
the re fi n an cing rate remained 
unchanged at 28 per cent Page 2; 
Editorial Comment, Page is 

UK wants ■euro club* place 

Britain warned that a Franco- 
German plan to create a “euro- 
club" for countries adopting the 
single currency would split the 
ED and insisted the UK be 
allowed to take part Page 2 

Czechs In crisis 

The Czech Republic’s worst polit- 
ical crisis since the collapse of 
communism caused the stock 
market to plunge to its lowest 
level in two years and provoked 
central hank interv enti on to 
defend the koruna. Page 2; 
Patching the Velvet Revolution, 
Page 14; Currencies, Page 27 

ProdTs fears for system 

Italian p rime minis ter B/wnann 

Prodi is concerned that the 
centre-right opposition coalition 
was so badly defeated in weekend 
mayoral elections that the pros- 
pect for developing a two-party 
system is in jeopardy. Page 2 

ChaBenge to cotton probe 

A European Commission move to 
open a third investigation into 
the dumping of unbleached cot- 
ton from Asia faces a challenge 
in the European Court Page 5 

Grappelli dies at 89 

Stephane (frappelh, the jazz vio- 
linist, whose elegant style capti- 
vated audiences for more than a 
half a century, has died in Paris 
aged 89. Obituary, Page 13 

EU anima l trap deal 

The European Union has called 
off a ban an fur imports from the 
US after accepting a pledge from 
Washington to phase out steelr 
jawed animal traps within six 
years. Page 5 

US manufacturing s lowdown 

The pace of manufacturing 
activity growth in the US slowed 
last month though the economy 
maintained its upward momen- 
tum, according to purchasing 
managers. Page 7 

Shift over cBma te taOcs 

An easing of the US negotiating 
position on the first day of the 
UN clima te change talks in Kyoto 
drew a mixed response from 
other parties. Page 4; Licence 
to pollute. Page 14 

Stool Importer* worried 

The turmoil in Asia will hit the * 1 
US steel industry hard next year 
and could touch off a new round 
in the long-simmering trade war, 
US importers warned. Page 7 

After the cold war 

The US armed forces must work 
foster to abandon their cold war 
posture and prepare for new, 
non-con ventional threats, defence 
experts say. Page 7 

Jordan overtakes Tyson 

Basketball player Michael Jordan 
hag ousted Mike Tyson to regain 
his position as the world's high- 
est-paid sports star after earning 
|TfL3m this year. Page 7 


BUSINESS NEWS T* 

China’s foreign BfOWIl SJIVS 

banks to fight 

Bern** Plan, Emu Club 


for more taxes 

Foreign hanfcg in China have 
launched a campaign against 
Beijing's decision to impose with- 
holding tax on interbranch and 
interbank funding, which they 
say could destroy their lending 
businesses there. The move 

WOUld mala* most landing in 
China unprofitable for them 
whilst leaving Chinese banks 

untouched. Page 6 

KMC and Ernst 4 Young, two 

of the four international accoun- 
tancy firms seeking global merg- 
ers, are ready to give up self- 
regulation of the profession to 
win European Commission 
approval for their plans. Page 16 

JJP. Morgan, US investment 
bank, has suspended two London 
equity traders while it investi- 
gates charges they tried to 
manipulate the FTSE 100 fade* 
in late trading an Friday. Page 8 


UK retail bank, is expected to 
Minminfla the sale of the equities 
businesses of its investment 
hanking arm NatWest Markets 
for £150m-£20Gm (S250m-$334m). 
Page 17 

Kirch, German TV group, and 
German media group Bertels- 
mann have been told by the 
European Commission to stop 
marketing a digital decoder box 
until EU investigations into Ger- 
man digital TV encL Page 3 

Forth, Rgl g ian-Thrlrh financial 
group, raised nine-month net 
profits 26 per cent to Ecu7D0m 
($623m) after a strong contribu- 
tion from MeesPierson, Amster- 
dam inv estment bank acquired 
from ABN-Amro. Page 20 

Warner-Lambert, US drugs 
company, and Sankyo of Japan 
saw their shares fall sharply 
when the UK's Glaxo Wellcome 
withdrew a new diabetes drug. 
Plage 17 

AceraSa, Spam’s integrated steel 
group which completes its priva- 
tisation next week, is in strong 
domestic d emand — fuellings Mad- 
rid's plans for further disposals 
next year. Page 20 

ICO Global C unaiang ca H one. 

European satellite group, is 
strongly resisting a $lbn charge 
proposed by US authorities to 
compensate users of spectrum 
frequencies allocated to it who 
must now relocate. Page 5 

BOC, industrial gases company, 
scotched speculation it plans a 
large European acquisition with 
proceeds from the sale of medical 
divKimi Ohmeda, expected to be 
£Lbn ($1.67bn). Page 24 

National City and First a! 
America Bank, two of the US 
Midwest’s biggest banks, have 
agreed a merger in which NC will 
take over First in a $&6bn all- 
stock deaL Page 22 

Trustor, Swedish investment 
company at the centre of a 
SKrtBOm (580.5m) fraud inquiry, 
plans to launch an action for 
riamflg ps qga mst farmer nhair- 
man Lord Moyne. Page 21 

Electro ni c Data Systems, US 

company which is the world’s 
largest information services pro- 
vider, is poised to hire 600 
employees of a Yamaichi affiliate. 
Page 17 


fhf bfefiff fi tful 

UK opposition parties pressed the 
gov ernmen t for a statement after ' 
Welsh farmers besieged the port 
of Holyhead and threw 40 tonnes 
of bedburgeis into the sea in pro- 
test at cheap imports. Page 10 


Bank Hapoatim, Israel's biggest 
bank, said net profits rose 14 per 
rant in the font nine months on 
better returns from financi n g and 
lower debt provisions. Page 20 

Opec’s decision to increase 
production quotas by 10 per cent, 
from 25.03m barrels a day to 
27.5m, led to fells in international 
oil prices. Page 17; Commodities, 
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plan would 
split EU 

Three countries back UK in 
opposing exclusive forum 


By Lionel Barber in Brussels 

Denmark, Sweden and Greece 
yesterday backed British 
attempts to block formation of an 
exclusive “euro club” for coun- 
tries forming the single currency. 

Britain warned that a Franco- 
German plan for such a club 
would split the European Union, 
and vowed to stand firm for UK 
participation. 

At a tense meeting of EU 
finance ministers in Brussels, 
Gordon Brown, UK chancellor of 
the exchequer, refused to support 
a compromise allowing the Euro- 
pean Co mmissi on to act as a go- 
between for the “ins" with those 
outside the single currency, the 
Cairo. He also raised doubts about 
the legality of the euro club. 

Mr Brown won support from 
Denmark and Sweden, which for 
political reasons have declared 
they win not be founder mem- 
bees of Emu on January 1 I860, 
and Greece which is not ready cm 
economic grounds. But France 
and Germany took a hard line, 
making clear that those countries 
ready to take the political and 
economic risks Of launching Emu 
should draw the benefits. Nine 
other likely members, fnrindfng 
Italy, agreed. 

Germany’s finance minister, 
TTieo Waigel. said: "You cannot 
be in and out Nobody can stop 
the Emu countries from meeting 
Informally.'* Austria’s Rudolf 
Edhnger said "Nobody can pre- 
vent us from holding a meeting 
whenever we want" 

The stand-off dashed the UK 
Labour government’s hopes that 
last month’s commitment in prin- 
ciple to join European monetary 
union, most likely around 2002, 
would be enough to secure access 
to the euro club. It raised the 
prospect of the party's first politi- 
cal defeat in Europe. One French 
official commented: “The British 
are paying the price for years of 
delay on monetary union." 


Five shipping lines 
plan super-alliance 


By Charles Batchelor in London 
and John Ridding in Hong Kong 

Five of the world's largest 
container shipping lines plan a 
super-alliance on the Europe- 
Asia and Pacific trade routes. 

Hong Kong's Orient Overseas 
Container Line (OOCL) and Mal- 
aysia International Shipping w31 
join the existing three partners 
in the so-called Grand Allian ce - 
Hapag-Llayd of Germany, NYK 
Line of .Japan and the Anglo- 
Dutch P&O NedUoyd group. 

The deal, announced yester- 
day, makes the Grand Alliance 
the biggest In the world and 
reorders the big three partner- 
ships which dominate the global 


COMMENT & ANALYSIS 

• Czech economic model nodose 
Feature, Page 14 

• Russia and the MF 

Editorial, Page 15 ' 

• hen’s power struggle put oo hold 
International News, Page 4 

• tiyfaig tines for India and Pakistan 
Bfitortal, Page 15 


shipping industry. Membership 
of the rival alliances had been 
blurred by recent mergers such 
as those between P&O and Ned- 
Uoyd and between American 
President and Singapore’s Nep- 
tune Orient 

Rivals now to the enlarged 
Grand Alliance are the Global 
Alliance of Neptune Orient, 
American President and Mitsui 
OSK of Japan, and the partner- 
ship of Danish Maersk and Sea- 
Land of the US. 

“The mergers provided the 
. stimulus [for the new alliance]," 
said Harry Wilkinson, chief 
financial officer of OOCL. 

Continued on Page 16 
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• Early d ete c ti o n of foe IflV tires 

Technology, Pwb 12 

• VSNL seeks commercial autonomy 
Asian Company News, Rage 18 


FINANCE 

• C a tapB a r back to overdrive 
American Company News, Page 22 

• Why VW should amU tracks 
Lex, Page 16 


EU presses for better hygiene in 
Pakistan's fishing industry Page 23 

• UK component suppliers squeezed 
IK News, Page 10 
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• Portugal comes of age 
World Stock Markets, Page 38 

• Pakistan deans up fishing 
CommodHlBS, Page 26 

• Highfigbts at a glance 
Global Equity Markets. Page 37 
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IMF denies it has agreed Korean rescue deal 



Mr Brown’s aides said last 
night the chancellor would block 
an agreement, pushing the euro- 
club issue to the EU summit in 
Luxembourg on December 12-13, 
where Tony Blair, the prime min- 
ister, would press his case. 

The non-Emu countries fear 
the euro-dub will be exclusive, 
undermining regular meetin g s of 
finance ministers the key deri- 
sion-making forum on macro-eco- 
nomic policy. 

The Luxembourg presidency 
and the European Commission 
tried to bridge the split between 
“ins” and “outs', but their efforts 
were complicated by differences 
between France and Germany. 

Dominique Strauss-Kahn, 
French finance minister, played 
up the importance of the euro- 
club, which the left-wing govern- 
ment in Paris views as a political 
counterweight to the future 
European Central Rank in Frank- 
furt. To that end. Mr Strauss- ' 
Kahn pressed for a political dec- 
laration at the Luxembourg sum- 
mit of all 15 member states. 

Mr Waigel said the euro-club 
was a necessary innovation to co- 
ordinate economic policy among 
the “ins", to enforce fiscal disci- 
pline, and to discuss on occasions 
euro exchange rate policy. But he 
minimised the political signifi- 
cance of the new forum. 

Mr Brown said the Franco- 
German proposal could- be in 
breacb of the 1992 Maastricht 
treaty stipulation that countries 
should treat currency issues as a 
matter of common concern. 

Despite the disagreement over 
Emu policy, finance ministers 
agreed in principle on a volun- 
tary code to limit unfair tax com- 
petition. It would coves' corpora- 
tion tax rates, withholding tax 
and measures to allow cross-bor- 
der companies to repatriate roy- 
alty and interest payments with- 
out double taxation. 

Preparing for Emu, Page 2 



S Korean finance minister Lin Chang-yuel after meeting the IMF in Seoul yesterday. Mr Urn had earlier 
claimed that terms had been agreed for a rescue package, bnt the IMF's Michel Camdessus said: "Until 
the last ? is dotted, the agreement is not there." Report, Page 16: Tough pragmatist. Page 6 enun. 

Low consumer confidence 
hits car sales in Japan 


By Mlehiyo Nakamoto and 
Paul Abrahams In Tokyo 

Japanese new car registrations 
tumbled 23.5 per cent in Novem- 
ber, the worst monthly fall since 
the 1973 oil shock. 

The disappointing figure 
reflects sinking consumer confi- 
dence in Japan, and raises the 
likelihood that Japanese car mak- 
ers will intensify their export 
efforts in western Europe and 
North America. 

Japanese car exports have 
risen sharply over the post few 
months, driven by a weak yen, 
which has depreciated by 9.4 per 
cent against foe dollar since May. 
They have contributed signifi- 
cantly to a widening of the politi- 
cally sensitive trade surplus with 
the US. 

Publication of the car sales fig- 
ures coincided with a report by 
the Organisation for EconoriJc 
Co-operation and Development 
which forecast total domestic 
demand in Japan would contract 
(13 per cent this year, and gross 
domestic product would rise only 
an the back of booming exports. 

The Paris-based OECD said in 
Its annual report on Japan that 
GDP would grow 08 per cent this 
year and 2.1 per cent in 1998. 
Exports of goods and services 
would increase 1L1 per cent this 
year. But the OECD said yester- 
day the country’s recovery could 
be even, weaker than the pub- 


lished forecast as a result of the 
worsening economic problems in 
east Asia. 

The OECD warned in its report 
that although fiscal rectitude was 
welcome in the long run. Tokyo 
should avoid a rapid withdrawal 
of state support to the economy 
in the short term. The US has 
urged Japan to boost economic 
growth by stimulating domestic 
demand. 

Japan's economic weakness 
yesterday pushed the value of the 
yen against the dollar to a five- 
year low of Y 128. 32 at one point 
in Tokyo. Currency traders were 
nervous ahead or third-quarter 
gross domestic product data due 
to be published tomorrow. Ana- 
lysts estimate annualised growth 
rates at between between 0.9 per 
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cent and 8.9 per cent GDP fell an 
annualised 11.9 per cent m the 
quarter to June. 

The cor sales figures were par- 
ticularly disappointing because 
the industry had hoped the 
launch of new models at the 
Tokyo motor show in October 
would boost sales. 

The fall in November was the 
eighth successive monthly fall on 
a year-on-year basis. Vehicle reg- 
istrations plunged 23,5 per cent 
year-on -year to 388J247 units as 
all five big manufacturers regis- 
tered tumbling sales. 

The biggest casualty was 
Toyota. Japan's largest car- 
maker. which saw a year-on-year 
fall of nearly 27 per cent. Mitsubi- 
shi Motors' sales fell 27 per cent 
while Mazda sales declined 29 per 
cent over the same period. 

"The uncertainty created by 
the financial sector turmoil is 
having an effect on consumption. 
Next month could be worse." 
warned Kaoru Kurata, industry 
analyst at Salomon Brothers in 
Tokyo. 

Bank stocks recovered sharply 
yesterday on undertakings by 
Ryu taro Hashimoto, prime minis- 
ter. that public money would be 
used to protect bank depositors. 

The Nikkei 225 average rose 
Z23, per cent to close at 17,007. 

The wrong lesson. Page 6 
Lex, Page 16 
EDS to hire staff. Page 17 
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Leaders of 
Eta political 
wing jailed 



Two Herri Batasuna party members outside t be supreme court in Madrid in September. AH 
23 leaders of the Basque coalition were jailed yesterday for seven years «p 


By David White in Madrid 

Spain braced itself for a 
violent riposte from Eta, the 
Basque terrorist organisa- 
tion, after the supreme court 
yesterday jailed 23 leaders of 
Eta’s political wing. 

The 19 men and four 
women, who made up the 
entire leadership of the radi- 
cal Basque party coalition 
Herri Batasuna (Popular 
Unity), were all sentenced to 
seven years’ imprisonment 
for collaborating with Eta. 

It was the first time that a 
Spanish legal verdict had 
established a relationship 
between the two bodies. 

Spain’s two main political 
parties, the ruling conserva- 
tive Popular party and the 
opposition Socialists, wel- 
comed the verdict as a dem- 
onstration that justice was 
working properly. But the 
Co mmunis t-led United Left 
described the sentence as 
“hard”, and warned it could 
be a step back in efforts to 
end the Basque co nflict. 

Eusko Alkartasuna, a 
splinter of the Basque 
Nationalist party, which 
heads the Basque region's 
government, claimed the 
sentence was politically 
driven. 


The Herri Batasuna politi- 
cians went on trial in Octo- 
ber over a party political 
video and statements made 
in the wake of two terrorist 
murders early last year in 
the run-up to Spain’s last 
general election. The video, 
atwiMi for use in the party's 
electoral TV slot, featured 
masked and armed members 
of Eta. A judge ordered 
copies of the video to be 
seized and banned its broad- 
cast 

The case went to the 
supreme court because five 
of the accused bald seats in 
regional parliaments in the 
Basque country or Navarre. 
During the trial, which was 
surrounded by tight secu- 
rity. lawyers for Herri Bata- 
suna argued that it should 
be postponed because of the 
hostile climate of opinion 
which they said placed 
“ intolerable pressure " on the 
court. Prosecutors were 
seeking eight-year terms. 

The convicted leaders, 
who include a former priest, 
an industrialist and a doctor, 
were due to start their sen- 
tences within 48 hours. They 
were also fined PtaSOO.OOO 
(£2,000) each and barred 
from public office and from 
standing for election while 


in prison. They were acquit- 
ted on other charges of 
belonging to an armed band 
and advocating terrorism. 

They were elected to the 
party’s national council in 
late 1995 alter a tough inter- 
nal debate in which a moder- 
ate friction was beaten by 
har dliner s. The party is now 
set to elect a fresh council. 


which is thought likely to be 
more political in character 
and less closely tied to the 
outlawed Eta organisation. 
The parti* said recently that 
it would call a general strike 
in the Basque region if its 
leaders were jailed. 

It is feared the outcome of 
the trial could jeopardise 
prospects for a ceasefire. 


after Eta’s announcement 
almost two weeks ago that it 

WOUld suspend its camp aign 
of action against the govern- 
ment’s policy of dispersing 
Eta prisoners in jails around 
the country. The statement, 
which appeared to amount 
to a partial truce, was 
greeted with caution by 
political parties. 


Gibraltar row ‘threat to Nato plans’ 


By David White in Madrid 

Failure by Britain and Spain 
to resolve their differences 
over military co-operation in 
Gibraltar risks holding up 
the introduction of new Nato 
command arrangements and 
the enlargement of the alli- 
ance, Abel Matutes, Spanish 
foreign minister, warned 
yesterday. 

He said the two' countries 
had until December 15 - 
when Nato foreign ministers 
meet in Brussels - to try to 
reach a settlement Spain, so 
far not part of the alliance’s 


military organisation, is set 
to join a revamped command 
structure. Britain has 
demanded that Madrid 
should first end restrictions 
on air and naval movements 
around Gibraltar. 

But Spain has said it will 
not do so without something 
in return in its long-running 
dispute over the British col- 
ony. 

The beat has increased in 
recent days after a Spanish 
demand for joint military 
use of Gibraltar’s airport and 
Joint control of air force 
flights. It is thought the UK 


might be open to some form 
of co-operation in air traffic 
control, stopping short of 
Spanish proposals which 
Include posting Spanish per- 
sonnel in Gibraltar. 

“The British position has 
to change,’’ Mr Matutes said. 
He said Spain was maintain - 
ing restrictions because of 
its legal claim to the land on 
which the airport was built 

Madrid would rather wait 
than unilaterally waive 
restrictions, he said, making 
clear this would imply delay- 
ing the whole Nato reform 
plan. 


Britain has yet to approve 
plans for a new Nato head- 
quarters in Spain and the 
scrapping of the small Nato 
command in Gibraltar. In an 
apparent attempt to pre- 
empt a UK move, Mr 
Matutes said maintaining 
the Gibraltar command 
would not necessarily make 
it impossible for Spain to 
join the integrated military 
structure. 

■ Nato military chiefs yes- 
terday resolved a 40-year-old 
dispute between Greece and 
Turkey which had prevented 
the alliance from having an 


effective command structure 
in the eastern Mediterra- 
nean, writes Alexander Nfc- 
oll in Brussels. 

The breakthrough - which 
must still be endorsed by 
Athens and Ankara - leaves 
the dispute between Britain 
and Spain over Gibraltar as 
the only barrier to Nato's 
adoption of a new command 
structure. 

The outstanding issues 
bad been control of air space 
In the Aegean Sea region 
and cancellation of docu- 
ments dating back to the 
1950s, Nato officials said. 


Swiss fear the euro’s side effects 

Europe’s single currency could lead to an overvalued franc, writes Frances Williams 


Switzerland 
will be pro- 
3^1 found ly 
affected by 
mT ~ Europe’s 

drive for eco- 
nomic and 
monetary 
Preparing union, even 
for Emu though it 
— — cannot join 

Emu since it is outside the 
EU. Financiers fear the sin- 
gle currency could push up 
the Swiss franc, affect cur- 
rency trading and may even- 
tually lead the country to 
establish some kind of link 
to the euro. Many In Switzer- 
land's financial community 
are deeply sceptical of the 
whole euro project, which 
they see as imposing a dan- 
gerous s traitjacket on mone- 
tary and fiscal policy within 
the Emu area. Hans Meyer, 
chairman of the Swiss 
National Bank, the indepen- 
dent central bank, doubts 
that the common currency 
could survive in the event of 
social unrest. 

But dissolution of Emu 
would be far from desirable 
for Switzerland. In 1995 the 
Swiss received a discomfort- 
ing foretaste of what Euro- 
pean currency turmoil could 
mean for its economy, when 
worries about a weak euro 
sent investors, especially 


from Germany, piling into 
Swiss franc investments. 

The franc soared to levels 
even Switzerland’s most effi- 
cient companies could not 
cope with. The Swiss econ- 
omy, struggling to emerge 
from recession, was dealt a 
blow from which it is only 
Just recovering. 

Now. with a less grossly 
overvalued exchange rate, 
activity is picking up. After 
seven years of stagnation 
the last thing Switzerland 
needs is another big franc 
appreciation fuelled by a 
cash exodus from the euro. 

Even if the euro is strong, 
the SNB believes the franc 
will rise as investors, and 
perhaps central banks, seek 
to diversify their currency 
holdings. If the euro is weak, 
as many fear, especially if 
Italy is in the first wave in 
1999, the upward pressure 
could become unmanagea- 
ble. Already SNB officials 
and government ministers 
have begun to talk about the 
possibility of hitching the 
franc to the euro if capital 
inflows get out of band. 
However, they also worry 
that this would mean letting 
go the monetary reins, with 
the risk of an upsurge in 
inflation from runaway 
money supply growth. 

Mr Meyer does not exclude 


a temporary peg to the euro 
as a last resort, if other 
means of restraining unwar- 
ranted currency appreciation 
such as interest rate cuts did 
not work. But he rules out a 
permanent fixed link which 
would end what is left of 
Switzerland’s autonomy in 
monetary policy. 

Switzerland’s high degree 
of economic integration with 
the EU - 61 per cent of its 
merchandise exports go to 


Many in the 
Swiss financial 
community are 
deeply sceptical 
of the whole 
euro project 


the Union which supplies 79 
per cent of its imports - is 
another reason why the 
country has a big stake in 
Emu’s success. “Strong 
growth in Europe is essen- 
tial for healthy economic 
development in Switzer- 
land,” Mr Meyer says. 

Whatever the economic 
consequences, preparing for 
Emu has become a practical 
necessity for Swiss business 
and the financial sector in 


particular. At the most basic 
level, euros are likely to 
start circulating in border 
areas where Swiss shops 
routinely accept their neigh- 
bours’ currencies. 

There is also a general rec- 
ognition that the euro will 
sharpen competition for 
Swiss companies both at 
- home and abroad, by making 
markets more transparent 
and lowering currency con- 
version costs in Europe. 

To stay in the global run- 
ning, Swiss banks are aim- 
ing to give as good a service 
in euros as their counter- 
parts in Emu member coun- 
tries. from customer 
accounts to stockmarket 
transactions. 

“Switzerland must be 
euro-compatible In the true 
sense of the term: our clients 
must be able to choose 
between the franc and the 
euro.” says Nlklaus Blattner, 
secretary-general elect of the 
Swiss Bankers’ Association. 

The SBA plans to set up a 
Swiss Euro Clearing Bank in 
Frankfurt, home of the Euro- 
pean Central Bank. The 
SECB is designed to link 
directly with Target, the 
post-1999 euro payment sys- 
tem, though the terms on 
which Swiss b anks and 
other outsiders will deal 
with Target have yet to be 


decided by Emu members. 

Meanwhile, the banks are 
preparing for the big market 
restructuring that will fol- 
low introduction of the euro. 
The hope is that the inevita- 
ble loss of income from trad- 
ing European currencies wfil 
be compensated by higher 
revenues from other foreign 
exchange transactions and 
increased activity in Euro- 
pean money and capital mar- 
kets which are expected to 
become larger, deeper and 
more transparent 

The leading Swiss banks, 
already well ensconced in 
Europe, consider themselves 
well placed to benefit from 
these developments. How- 
ever, they will face more 
intense competition from 
European rivals, while many 
big companies and investors 
may simply decide to bypass 
the banks as intermediaries 
altogether. 

Reduced demand for cur- 
rency hedging is one reason 
why Soffex, Switzerland’s 
futures and options 
exchange, has opted to link 
with its French and German 
counterparts to create a uni- 
fied. derivatives market The 
main Swiss stock exchange 
is also preparing for the 
shares of some large Swiss- 
based companies to be priced 
in euros. 


| Russia 
lifts rates 
to take 
heat off 
rouble 

By John ThomhS and 
Chrystia Fr ee lan d in 
Moscow 

Russia’s central bank lifted 
interest rates again yester- 
day to ward off mounting 
pressure an the rouble and 
help stabilise the govern- 
ment debt market. 

The central bank lifted all 
its Lombard rates to 36 per 
cent yesterday but left its 
refinancing rate unchanged 
at 28 per cent. Yields on 
short-tens government debt 
(GKOs) had shot op by more 
than five percentage points 
to above 35 per cent before 
the bank’s announcement. 

Irina Yasina, the central 
bank's spokeswoman, said 
yesterday's measures would 
help «i»n the financial mar- 
kets. “We hope that banks 
will end specnlative 
operations on the foreign 
exchange markets and wit] 
stop using central bank 
credits lent at the Lombard 
rate for speculative pur- 
poses,” Ms Yasina said. “We 
hope this will stabilise the 
GKO market,” 

But Anders Aslnnd, an 
expert on the Russian econ- 
omy from the Carnegie 
Endowment for Interna- 
tional Peace, said: “The best 
thing would be for the inter- 
est rate to go up decisively 
once, stay there, and then 
start falling. Increasing it 
gradually only creates more 
expectations of further 
increases.” 

The turbulence in the 
world’s financial markets 
has put considerable pres- 
sure on Russian Treasury 
bills, as foreign investors, 
who hold about one third of 
the market, start repatria- 
ting their money. The 
increasing outflow of capital 
has also begun to under- 
mine the rouble. 

A mission from the Inter- 
national Monetary Fund wfil 
open discussions in Moscow 
today about whether to 
accelerate the disbursement 
of a S7G0m tranche of its 
8101m loan, which has been 
suspended because of the 
government’s poor record in 
tax collection. 

“The mission is returning 
to Russia with the intention, 
if all goes well, that we 
could go to our executive 
board in February,” said 
Martin Gilman, bead of the 
IMF office in Moscow. 

“However, if the Russian 
authorities woe to propose 
a series of measures, partic- 
ularly in the fiscal area, 
that would significantly 
strengthen the package now 
under discussion, it could be 
expected that the Fund 
might reconsider the timing 
of the disbursement” 

Sergei Aleksashenko, dep- 
uty head of the central 
bank, said he had discussed 
a new fiscal action plan 
with the IMF on a trip to 
Washington last week. 

"We presented this plan to 
the IMF’s experts, and X can 
say that It produced a very 
favourable impression on 
them," be said. 

The Russian government 
is also trying to find new 
sources of financial support 
According to a senior Rus- 
sian commercial banker, one 
option would be to ask Rus- 
sia’s most powerful banks 
and companies to contribute 
to a Slbn kitty to help bad 
out the state. 

Potential donors, he said, 
could include Russia's state 
banks; Oaeximbank and 
Menatep, two of the most 
powerful commercial banks; 
and banks linked to Gaz- 
prom, Russia’s biggest com- 
pany. 
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Klaus faces crucial party congress test 
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By Robert Anderson 
in Prague 

The Czech Republic's worst 
political crisis since the col- 
lapse of Communism deep- 
ened yesterday, causing the 
stock market to plunge to its 
lowest level in two years and 
provoking central bank 
Intervention to defend the 
koruna. 

Parliamentary deputies of 
the ruling Civic Democratic 
Party fODS) met Vaclav 
Klaus, who resigned as 
prime minister last weekend, 
and a majority wanted him 
to step down as party leader. 

However, Mr Klaus enjoys 
Stronger support among 
party regional chiefs. He has 
made clear that he intends 
to be a candidate for the 
ODS leadership at a special 
congress on December 13-14. 
but has said he will not take 


part in the next government 

The collapse of the Czech 
government was sparked by 
a party political funding 
scandal that did little to 
enhance the image either of 
post- Comm uni st Czech 
democracy or of Mr Klaus as 
an incorruptible techno- 
cratic genius. 

Coining six months after a 
foreign exchange crisis that 
forced a 12 per cent devalua- 
tion of the koruna, the scan- 
dal reinforced the impres- 
sion that hard times lie 
ahead if the Czech Republic 
is to restore its reputation as 
one of the most successful 
post-Communist countries in 
central and eastern Europe. 

Ivan Pflip, the ambitious 
finance minister who called 
for Mr Klaus's resignation 
on Friday, said that he was 
prepared to be a candidate if 
Mr Klaus was unopposed. “I 


think that somebody should 
stand against Vaclav Klaus. 
If 1 am asked, I’ll do it," he 
told Czech radio. 

Mr Pilip, 34, is one of the 
rising stars of the party, but 
he has alienated many mem- 
bers by helping to force Mr 
Klaus to resign. 

Vaclav Havel, the presi- 
dent. said on Sunday that 
the current government 
should remain in office until 
the party congress, and that 
negotiations should then 
begin with the new ODS 
leader. 

Ondrej Datka, an analyst 
at the investment bank 
Patria Finance, said: “The 
two weeks of uncertainty 
creates immense room for 
speculation.’* 

Jiri Pehe, an adviser to Mr 
Havel, said: “It Drill be very 
difficult to form a new gov- 
ernment. perhaps even 



Kims: to stand for 
re-election as party leader 


impossible, because of the 
ODS. If Mr Klaus wins, his 
coalition partners will not 
stay with him. If he doesn't, 
the ODS will split and a gov- 
ernment will not be possi- 


ble. ” 

Under the constitution, 
early elections can only be 
called if there is a three- 
fifths majority in the lower 
house and a two-thirds 
majority in the Senate, 
which is unlikely at this 
stage. Otherwise there must 
be three attempts to form a 
government, which could 
take up to six months, before 
elections can be held. 

As the political crisis 
developed, the PXE-50 index 
of leading stocks fell <L3 per 
cent to 458i>, the lowest for 
more than two years. 

The central bank raised its 
one- and two- week repo rates 
from 14 jB per cent to 19 per 
cent and 1&5 per cent respec- 
tively. and announced that it 
was ready to support the 
currency to smooth trading. 
Patching up the Velvet Rev- 
olution, Page 14 


NEWS DIGEST 

Prodi worries 
over opposition 

Romano Prodi. the Italian prime minister, yesterday 
expressed concern that the centre-right opposition coali- 
tion had been so badly defeated in the second round uf 
mayoral elections last weekend that the prospect for 
developing a two-party system in Italy was in jeopardy. 

After Silvio Berlusconi’s centre-right coalition suffered 
a defeat similar to that in first round voting two weeks 
ago, Mr Prodi said the opposition was "in a critical state**. 
athiinp? “I hope that it reorganises itself so that we can 
have a bipolar rather than ‘mono-polar’ system that bene- 
fits no-ane.” 

Mr Prodi said he was otherwise “extremely pleased" 
with the outcome of the elections, which show that the 
Olive Tree governing coalition has now won -12 mayoral 
races over two rounds in cities and towns with popula- 
tions over 13,000 people. By contrast. Mr Berlusconi's alli- 
ance has won 25 victories while the separatist Northern 
lea gue has won 15 overall. James Blits, Rome 

M GERMAN TAX 

Waigel ponders amnesty 

Theo Waigel. Germany’s finance minister, has floated the 
idea of an amnesty for tax evaders with the aim of achiev- 
ing a repatriation of capital held in foreign tax havens. 

In an interview with the television channel n-tv . the 
minister stressed that such a move would only be possible 
if all political parties in Germany gave their approval. 

Mr Waigel left unclear whether he was thinking of an 
amnest y for penalties or one that would also cover miss- 
ing tax payments. The minister’s thoughts appear to be at 
an early stage of development, because it is understood 
that there are as yet no plans for such a measure in the 
Rnnn financ e ministry. 

While unconventional, a fax amnesty would not be 
unprecedented in Germany. In 1988. some 75S.U00 tax pay- 
ers took advantage of an amnesty to declare DMs.4bn 
($lJ38bn) of interest income that had been concealed from 
the tax authorities. Peter Norman. Borm 

■ EUROPEAN POSTAL SERVICES 

Mail monopolies safe to 2003 

European Union telecoms ministers yesterday formally 
adopted a law that in effect postpones any substantial 
opening of the ElTs STSbn postal market to competition 
until at least 2003 - dashing the hopes of private opera- 
tors wanting to challenge national monopolies. 

EU states are now obliged to open up only the market 
for domestic mail which weighs more than 350g or whose 
postal cost is at least five times the price of a standard 
stamp. However, they may go further if they choose. 

The limits of the sector reserved for monopolies could 
be reviewed after January 1. 2003, and the European Com- 
mission must put forward fresh proposals for liberalising 
the sector before the end of 1998. Neil Buckley. Brussels 

■ TURKISH INFLATION 

Yilmaz orders price freeze 

Mesut Yilmaz. Turkish prime minister, yesterday said the 
government would freeze all public prices during the first 
half of next year as part of a strategy to cut inflation to 50 
per cent by the end of 1998. His statement added to grow- 
ing confusion over economic policy. The Istanbul stock 
exchange index fell Z3 per cent on the news. 

Last week a government minister announced a one-year 
“shock programme" to cut inflation, now at 93 per cent to 
15 per cent by the end of next year. But he was later over- 
ruled by Mr Yilmaz, who said the government’s previous, 
more gradual, three year strategy would remain in place. 

The strategy endorsed by Mr Yilmaz aims to reduce 
inflation to 50 per cent next year and to 3 per cent by 1998. 
Analysts were confused about how the price freeze would 
be implemented. Ministers have hinted that private com- 
panies would be encouraged to moderate prices too. 

However, so far there has been no explanation bow the 
government would cover what could be large losses for 
state companies. John Barham. Ankara 

■ BANESTO COLLAPSE 

Conde judge petitioned 

Mario Conde (left), a dis- ! 
graced former hanker, yes- 
terday went on trial in 
Madr& accused of driving 
Banesto, a leading retail 
bank, to the brink of col- 
lapse earlier this decade. 
But as soon as the trial got 
under way, the defence 
asked judges to throw out 
the bulk of the case and 
the prosecution asked for 
a one-month delay. The 
court did not rule immedi- 
ately on the motions, but 
went ahead with a series 
of technical matters that 
will set the tone for the 
trial Mr Conde, Banesto ’s 
former chairman, is charged with eight counts of fraud, 
falsification of public documents and misappropriation of 
funds tied to his six years at the helm. If convicted, he 
faces up to 44 years in prison. 

Also on trial in are 10 former associates. The case is 
expected to last more than six months and bring some of 
Spain’s leading political and economic figures to the wit- 
ness stand. In a related case this spring, Conde was con- 
victed of fraud and sentenced to six years in prison, but 
has been free on bail pending appeal. Reusers. Madrid 

■ EIB LENDING 

More loans for EU applicants 

The European Investment Bank (EIB), the European 
Union’s financing arm, is set to expand its Ecu7bn 
($7.8bn) loan programme to the 10 central and eastern . 
European countries which have applied to join the EU 
according to Wolftpmg Roth, the bank’s vice-president. 

The bank has already committed Ecuzsbn worth of 
loans to the area and a further Ecu4bn is being prepared 
in infrastructure and corporate loans for 1997 to 1999.. The i 
loans are broadly aimed at supporting EU applicant coun- 
tries' preparations for EU membership. 

Mr Roth yesterday signed an Kcu^QOm flood dnmag e 
loan, to be repaid over 25 years with a six-year grace 
period. Ecu225m of the loan is far roads reconstruction 
and municipal infrastructure, and the Ecu75m remaining 
for railway repair. Christopher Bobmski, Warsaw 

■ IRISH BUDGET 

Part sale of banks expected 

The Irish budget tomorrow is expected to include provi- 
sions for the sale of part of the state’s shnreholdingin two 
state-owned bonks, ACC and ICC. The disposal woold be 
the first sell off of state assets in more than five years. ' 
Official figures last week envisaged a budget xurpliS of 
I£223m (8330m). with the economy having grown by 1 per 
cent, and tax receipts at record levels. But Charlie 
McCteevy. the finance minister, will increase bis room for 
tax cuts by a further IHOOm, with the expected sale of 
shares in ACC. which specialises in form lending and ICC, 
a venture capital bonk. John Murray Broun, Dublin 
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S wiss banks will come 
wider scrutiny today 
when a conference in 
London will recommend set- 
ting up a fund to compensate 
victims of the Holocaust to 
be drawn from $54m worth 
or gold looted by the Nazis. 

But while the Swiss have 
admitted they had dormant 
accounts held by Holocaust 
victims and have published 
the names of those fmnir 
holders, other countries 
have been reluctant to open 
up their dormant accounts 
to the public. One of those 
countries is IsraeL 
The number of dormant 
accounts held by Israeli 
banks is unknown, but it is 
fax smaller than those of 
their Swiss counterparts. 

T3ut that is not the point," 
said Yona Yahav. a Labour 
Knesset member spearhead- 
ing a campaign Tor the banks 
to make their accounts pub- 
lic. “If we expect the Swiss 
to come clean, we have to 
come clean about our past as 
welL" 

After years of indifference, 
Israel's banks were asked 
two weeks ago by a Knesset 
finance committee to hand 
over a list of their do rmant 
accounts to Shmuel Tsur, 
the administrator general, 
by the end of this month. 

The administrator general, ' 
who is responsible to the jus- 
tice ministry, is custodian of 
all “enemy property" confis- 
cated by the British Man- 
date. which governed Pales- 
tine until Israel’s modern 
creation in 194K 
That property included 
bank accounts, bonds, 
shares and land which the 


going back to Holocaust years 
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Jewish survivors of the second world war arriving in Haifa in May 1946 aboard the French ship SS Champollion 


British Mandate had confis- 
cated from Jews living under 
Nazi rule who had invested 
in Palestine. 

Over Hie past SO years. 
Israel’s 'h anks have never 
published a list of the dor- 
mant accounts to make it 
easier to trace the original 
holders or their decendents. 
Nor have they passed on 


records to the administrator 
general Mr Tsur believes it 
is time to end this secrecy. 

When he was appointed 
administrator general years 
ago, be encountered strong 
resistance from his own staff 
to trace the 10,000 original 
owners of 4,000 unclaimed 
units of land or property. 

Despite opposition. Mr 


Tsur published the list last 
September. Since then, his 
office has been inundated 
with queries. “Even one of 
my relatives is on the list," 
Mr Tsur said. 

But the list does not 
include dormant bank 
accounts. Mr Tsur is insist- 
ing that the banks , should 
give his office all th«» names 


of accounts which have had 
no transactions for more 
than 10 years, so that he can 
trace their owners. Citing 
banking secrecy laws, the 
hank« are reluctant to do so. 

Banks are obliged to trace 
their clients if no transac- 
tions have taken place for 10 
months. “After another two 
months, if the client cannot 


be traced, the bank must 
invest the money." explained 
Zeev Abeles, senior director 
of the Bank of Israel, the 
central bank, and supervisor 
of the banks. 

He added that the banks 
were obliged to keep all 
information about its cus- 
tomers confidential 

Another problem hinder- 
ing access to the dormant 
accounts is the definition of 
abandoned property, the 
name given to the enemy 

property when it was trans- 
ferred to Israel alter 1918. 

Mr Tsur said it was not 
clear if abandoned property 
included bank accounts - 
even thougb the British 
Mandate specifically 
included bank accounts and 
securities as enemy prop- 
erty. 

To make access by his 
office to the accounts even 
more difficult, he explained 
that abandoned property 
does not cover contractual 
relations. “If relations 
between the bank and the 
client are contractual, we 
cannot get access to the 
bank accounts. We are try- 
ing to change that law." 

For their part, the bonks 
said they had no intention of 
publishing the names of dor- 
mant accounts. “We make 
every effort to trace the own- 
ers of such accounts." said 
Menahem Gutterman, execu- 
tive vice-president of Israel 
Discount Bank. 

Bank Leumi. one of tbe 
largest banks operating 
under tbe British Mandate, 
said it started drawing up 
lists of dormant accounts a 
few months ago. But it too is 


not prepared to publish lists. 

“Wo try to find a connec- 
tion with the original 
owner." explained Nacbum 
Bi Herman, Bank Leumi 's 
legal adviser. “It is not a 
simple matter. The banking 
secrecy law gives priority to 
the interests of the cus- 
tomer.” If there is any 
co-operation, it is with safe 
deposit holders. “The banks 
were very anxious to give us 
those names because they 
cost money to maintain." he 
said. 

None of the banks will say 
how many dormant accounts 
they hold dated between 1933 
and 191S. Nor will they say 
bow much money they hold. 
By 1939, the Custodian of 
Enemy Property held over 
2m Palestinian Pounds in 
cash while Mr Yahav 
believes it could be as much 
as S300m. Bank Leumi even 
said they did not have 
details going back that far. 
which Mr Tsur finds hard to 
believe. 

“The fact is the banks do 
not want to expose their cus 
lomcrs, and they prefer that 
the funds stay with them," 
said Mr Abeles. “But 1 don't 
understand why they are 
reluctant to publish lists of 
dormant accounts going 
back 30 years or more." 

Mr Tsur is more blunt. 
“Look at what the banks 
would have to pay in inter- 
est on accumulated capital,” 
be said. “The banks ore not 
willing to make a real effort 
to trace the owners. 1 think 
the banks should open their 
records to the public. Wc did 
it. So should they'." 
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Microfilms trace the path of Nazi gold movements 


By Eric Frey in Vienna 

Microfilms that have apparently 
been lost fra - 40 years could shed 
light on the fate of gold plun- 
dered by the Nazis across Europe. 

The microfilms, discovered by a 
German scientist, belonged to an 
Austrian concentration camp sur- 
vivor who did extensive research 
on the gold trade of the Deutsche 
gelchshank, tbe central bank of 
Nazi Germany, in the 1940s and 


1950s, according to the Vienna 
newspaper Der Standard. 

The owner, Herbert Herzog, 
died in 1977 and left the micro- 
films to his widow. They were 
found last week by a German 
sociologist, Hersch Flschler. who 
bad noticed Herzog's name while 
doing research on Nazi gold at 
the Bundesbank in Frankfurt. 

Tbe documents are mostly 
accounts from the gold division of 
the Reicbsbank. They provide 


detailed information on the coun- 
tries and the banks with which 
the Reichsbank traded during the 
second world war. 

The files detail German gold 
transfers to various banks in 
Switzerland and other deals with 
Croatia, Italy, Romania, Sweden 
and Turkey. They trace the path 
of gold looted by the Nazis from 
the central banks of Belgium and 
Yugoslavia. They also tell the 
story of thousands of Italian gold 


coins, transferred to Germany 
daring the war, which apparently 
ended up in the possession of the 
Austrian government. 

There are also documents from 
Nazi Germany's foreign ministry, 
including a report by the former 
Reichsbank director, Albert 
Thoms. This report apparently 
deals with the so-called “Melmer 
Gold" which tiie SS looted from 
the ghettos and concentration 
camps in eastern Europe. 


Herzog, who had a Jewish 
father, survived Buchenwald con- 
centration camp. After tbe war, 
he befriended a former assistant 
of the Nazi foreign minister, 
Alfred von Ribbentrop. wbo gave 
him information on some of the 
looted gold. 

Herzog spent the next few years 
researching the gold trade. He 
concluded his work in 1957 and 
spent the next 20 years as a busi- 
nessman in Vienna. The micro- 


films re main ed in bic desk 
were kept by his wife alter Us 
sudden death at the age of 55. 

In March, Mr Fischler found a 
109-page study done by Herzog in 
1957 on Italian gold coins in tbe 
archives of the Bundesbank. He 
contacted Herzog’s widow, who 
passed the documents to him. 

Herzog apparently worked 
closely with German and US 
experts researching the Nazi gold 
trade after tbe war. 


EU halts 
marketing 
of TV 
decoder 


By Emma Tucker In Brussels 
and Ralph Atkins in Bonn 

The European Commission 
has ordered Kirch, the Ger- 
man television group, and 
Bertelsmann, the German 
media group, to stop market- 
ing a digital decoder box, 
pending the outcome of 
European Union investiga- 
tions into German digital 

TV. 

Karel Van Miert. the EU 
commissioner for competi- 
tion. said yesterday the use 
and marketing of itie digital 
box by Premiere, the joint 
venture which pools the digi- 
tal television interests of 
Bertelsmann and Kirch, vio- 
lated EU competition rules. 

“Bertelsmann and Kirch 
have been requested to 
ensure that this illegal 
behaviour, which can be 
punished by fines, bo 
stopped immediately," the 
Commission said. 

It also demanded that the 
companies “correct the 
impression" created by their 
marketing campaign that 
the decoder box was already 
the definite digital standard 
for the German market 

Kirch and Bertelsmann, 
which only notified the Com- 
mission of their merger 
plans yesterday, reacted 
angrily to the letter. Kirch 
said the demand would leave 
Premiere as the only pay -TV 
broadcaster in Europe which 
was forbidden from using a 
“d-box”. Germany’s competi- 
tiveness in the digital televi- 
sion sector was being 
“clearly hindered". 

The row is the latest 
between Brussels and an 
alliance of Kirch and CLT- 
Ufa. the Luxembourg-based 
broadcasting group in which 
Bertelsmann has a 40 per 
cent stake. 

Mr Van Miert had already 
warned that the German 
broadcasters could face fines 
ir the enlarged Premiere 
operation began conducting 
business in the digital TV 
sector before Brussels 
granted approval. Brussels 
fears creation of a monopoly 
in German digital TV. 
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can put a man on 
, why can’t they solve 
m\ company’s IT problems?” 
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Compromise suggestion for differential emission targets draws mixed response 

US softens stance at climate talks 


By Betftan Hutton in Kyoto 

A shift in the US negotiating 
position on the first day of the 
United Nations climate change 
talks in Japan drew a mixed 
response from other key parties. 

The conference has 10 days to 
reach agreement on legally binding 
commitments to redace green- 
house gas emissions by developed 
countries. 

The US was "prepared to con- 
sider the possibility of limited, 
carefully bounded differentiation” 
if it helped resolve differences over 
numerical targets for catting 
greenhouse gas emissions, said 
Melinda Kimble, acting US assis- 
tant secretary of state, at the open- 
ing session yesterday. 


Differentiation refers to setting 
varied targets for different coun- 
tries. depending on factors such as 
previous reductions in emissions, 
or comparative levels of emissions 
per capita or relative to GDP. Until 
now. the US has been proposing 
that all participants agree a uni- 
form target on the grounds it 
would be easier to negotiate. 

Its own proposal to stabilise 
emissions at 1990 levels by 2010 
would would require the US to cut 
emissions which are currently 11 
per cent above 1990 levels. 

Japanese officials welcomed the 
US statement as an indication of 
growing flexibility and efforts at 
compromise. But EU officials said 
the statement was a sign of flexibil- 
ity in the wrong direction. 


“We get the impression that the 
game is to And ever more loopholes 
in these negotiations, and that is a 
bad omen.” said Pierre Gramegna, 
the Luxembourg ambassador who 
is representing the presidency of 
the EU. Differentiation was more 
likely to be an excuse for reducing 
targets than increasing them, the 
EU argued. 

The Japanese proposal already 
includes elements of differentia- 
tion. It sets a maximum target of a 
5 per cent cut from 1990 levels, but 
the goal for each country can be 
reduced by several percentage 
points by using several formulae to 
take account of progress to date 
and other factors, in Japan's case, 
the actual target works out at 
per cent. 


US officials would not give 
details of what son of differentia- 
tion the US was contemplating, but 
Ms Kimble called for the confer- 
ence to establish a working group 
to look at the issue. 

The US is under strong pressure 
this week to move closer to the 
Japanese and EU positions, which 
are seen as more ambitious targets 
far emission cats. Environmental 
lobbyists - a strong presence at the 
conference - criticise even the EC 
proposal of a 15 per cent reduction 
as too weak. 

There are also still disagree- 
ments over the basis for measure- 
ment including whether three or 
six greenhouse gases should be 
included, and whether the effect of 
■'sinks" - forests which absorb car- 


bon dioxide - can be factored in. 

Significant headway is seen as 
unhkely until after the weekend, 
when world environment ministers 
arnw for the Final stage of negotia- 
tions. 

The head of the US delegation 
has not yet been decided. If the 
vice-president. AI Gore, comes to 
Kyoto, it will be taken as a sign 
that the US is serious about negoti- 
ating a solution which the senate 
will ratify. The former chief US 
negotiator. Tim Wirth. resigned 
suddenly lost month. 

The conference continues until 
December ID. More than 10,000 del- 
egates. lobbyists and journalists 
have already descended on Kyoto 
for the event. 
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‘Clean’ cars in the pipeline 
- but the price is high 

Haig Simonian on the carmakers’ Kyoto case against emission 
limits and demand for more money to develop new technology 



No industry is believed to 
have opened its wallet wider 
for the $13m spent by the 
Global Climate Coalition, a 
US industrial lobby group, 
than Detroit 

General Motors, Ford and 
Chrysler have revved faster 
than a V8 engine to alert the 
public to the risks of agree- 
ing legal limi ts on green- 
house gas emissions at the 
Kyoto conference on climate 
change this week. 

The "Big Three" car- 
makers have argued binding 
commitments would be tan- 
tamount to Inviting reces- 
sion and exporting jobs. 
Rather than selling US work- 
ers down the river, the car- 
makers say Washington 
should spend more on devel- 
oping new technology. 

Improvements to engines 
mean today's cars are less 
polluting than the gas-guz- 
zlers they replaced. Apart 
from better fuel consump- 
tion. reducing the amount of 
carbon dioxide emissions, 
modern cans emit fewer toxic 
gases, such as carbon mon- 
oxide. nitrogen oxides, and, 
for diesels, particulates. 

Detroit can point to prom- 
ising results from Us 
research. Just weeks before 
the conference, USCAR, the 
government-supported 
industry alliance working on 
cleaner vehicles, announced 


progress in developing a vir- 
tually "clean” car using a 
hydrogen-powered fuel cell. 

For hardened environmen- 
talists, the news was suspi- 
ciously timely. But less 
ardent greens grudgingly 
accept that products In the 
pipeline could significantly 
reduce, if not altogether 
eliminate, the car's dirty 
image. 

Louis Schweitzer, chair- 
man of Renault and presi- 
dent of the European Auto- 
mobile Manufacturers’ 
Association, reckons clean 
electric vehicles, with bat- 
teries offering "reasonable 
range", could be on sale by 
about 2005. Five years later, 
fuel cell vehicles - which, at 
best emit only water vapour 
- will be widely available. 

Mr Schweitzer predicts the 
coining decade will also see 
hybrid cars, combining con- 
ventional internal combus- 
tion engines with electric 
motors. And there is even 
scope to cut pollution from 
current petrol and diesel 
engine technology signifi- 
cantly by 2005. he reckons. 

Such confidence Is not fan- 
ciful. This month sees the 
debut of Toyota’s new Prius 
saloon in Japan. Driven by a 
fuel efficient and low emis- 
sion 1.5 litre petrol engine 
combined with a 30KW elec- 
tric motor, the world's first 
commercial hybrid car 
achieves ground-breaking 
fuel economy without com- 
promising either perfor- 


mance or packaging. 

The problem is price. The 
Prius costs Y 2.15m ($16,610) 
- nearly twice as much as a 
similarly sized conventional 
car. To make it palatable to 
consumers, Toyota has sub- 
sidised even that price tag as 
the Prius costs appreciably 
more to build. The company 
hopes costs will fall if 
demand pushes output 
beyond an initial 1,000 cars a 
month. 

Yet the Prius sums up the 
dilemma for manufacturers 
and environmentalists alike 
in cutting emissions. While 
the political will and the 


technology to develop 
cleaner products exists, only 
when greener new cars can 
offer comparable perfor- 
mance to existing vehicles at 
competitive prices will 
people buy them. 

That begs the question of 
what policymakers should 
do to stimulate change. 
Many of the vehicles being 
developed have been 
prompted by threatened or 
perceived new legislation to 
limit car use. 

In 'Europe, Mercedes-Benz 
and Switzerland's SMH 
watches group, best known 
for the Swatch, have co-oper- 
ated to produce the Smart. 


The tiny two-seater, 
designed primarily for urban 
use. is intended as a 
response to possible restric- 
tions on car use in congested 
cities. With unprecedented 
fuel economy and very low 
emissions from its 660cc pet- 
rol engine, the Smart's back- 
ers believe it corresponds 
with the more ecosensitive 
mood of today. 

Further ahead, the focus is 
on fuel cells. Mercedes-Benz 
has put its money where its 
mouth by buying 25 per cent 
of Ballard Power Systems, 
the Canadian company 
believed to be at the fore- 


front of fuel cell technology. 
Mercedes-Benz hopes to have 
a hydrogen-powered version 
of its A Class hatchback on 
sale before the end of the 
□ext decade. 

in the US, the pace has 
usually been set by Californ- 
ia’s Air Resources Board. 
Faced with .the threat of seri- 
ous pollution in the state's 
big cities - notably Los 
Angeles - the CARB has for 
years wielded the big stick of 
legislation to push manufac- 
turers into developing 
cleaner products. 

The size and importance of 
the Californian market mean 
the C ARB's writ has loomed 


Detroit has revved faster than 
a V8 engine to warn on limits 


Global carbon dioxide emissions* 
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large. Honda, which should 
launch its own hybrid next 
year, has developed a proto- 
type "zero level emissions 
vehicle”, which can achieve 
"one tenth” of the most dra- 
conian future emission tar- 
gets being set by the state, 
says Nobuhiko Kawamoto, 
president 

Bat even John Dunlap. the 
CARB's soft-spoken head, 
has to reverse at times. Mr 
D unlap , who made himself 
the scourge of the motor 
Industry by demanding 
highly ambitious targets for 
non-polluting cars, was last 
year forced to backtrack 
after lobbying from Detroit 
prompted the board to post- 
pone a deadline that a fixed 
proportion of future cars 
sold in California should be 
wholly non-polluting. 

One reason for the second 
thoughts was the motor 
industry's argument that for- 
cing new technology on to 
the market before consum- 
ers were ready could be 
counter-productive. 

The reason was that bat- 
tery power, the most imme- 
. diately available clean power 
source, has proved one of the 
Industry's biggest disap- 
pointments. Progress has 
been limited by the 
restricted capacity of tradi- 
tional lead-acid batteries to 


store electric charge. Bat- 
teries made or other com- 
pounds can hold more, but 
are prohibitively expensive. 

Such limitations explain 
the slow progress of GMs' 
EVi. the world's first bat- 
tery-powered production car. 
Demand in Arizona and Cal- 
ifornia. where the EVI has 
been available for almost a 
year, has been more sluggish 
than the golf buggies to 
which the EVi is sometimes 
unfairly compared. 

The carmakers argued Cal- 
ifornia's rules would have 
forced them to build thou- 
sands of electric cars, based 
on existing technology, 
which would have been 
unattractive to motorists 
and might have blighted the 
image of environmental cars 
for ever. 

GM is about to fit new 
higher capacity nickel metal- 
hydride batteries to double 
the EVl/s range. It might 
never have developed the car 
without the legislators’ 
stick.- But then again, its 
shareholders would have 
revolted at an estimated 
Slbn project without the car- 
rot of potentially lucrative 
sales at the end of it. 

This is the first of a series of 
articles on issues related to 
climate change negotiations 
at the Kyoto conference. 


NEWS DIGEST 

Call to improve 
accountability 

One of the leading international investors in emerging 
markets said yesterday that recent market turmoil should 
be used to improve accountability. 

Mark Mobius. who manages more than $ir>bn as 
president or Templeton's emerging market funds, said the 
need for funding would make companies willing to 
become more transparent. “Fund managers like ourselves 
are going to be able to demand to know what's going on,” 
be said. 

Mr Mobius, wbo launched a new eastern European fond 
in the UK yesterday, said the group often acted as a "lone 
voice” demanding greater transparency in countries such 
as Brazil. He believes Ukraine. Vietnam, Pakistan and 
Indonesia are among a handful of countries where 
investors should beware a lack of information. Templeton, 
part of the large US group, has poured money into 
south-east Asia since the market collapse over the 
summer. Mr Mobius is still bullish about Thailand. 
Indonesia, the Phillippines and Malaysia. He warned 
investors yesterday not to look for short-term profits in 
eastern Europe. Jane Martinson. London 

■ UNITED NATIONS 

Annan calls for Iraq review 

Kofl Annan, United Nations secretary general, yesterday 
recommended that the Security Council consider allowing 
Iraq to sell more oil to ease the plight of its population, 
hard-hit by the sanctions regime. 

In his report to the Council. Mr Annan, however, 
stopped short of proposing a specific increase of the $2bn 
of ail Iraq currently can sell every six months under the 
UN “oU-for-food" deal. 

"Given the scale of urgent humanitarian requirements 
in Iraq, the Security Council may wish to re-examine the 
adequacy of the revenues as envisaged by resolutions 986 
and 111! and to consider the possibility of increasing 
those revenues to meet Iraq's priority humanitarian 
requirements.” he said. The Council must decide this 
week whether to renew the programme, which expires on 
Thursday. Laura SUber. AVie York 
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■ METALS TRADE 


Trans-World files suit 

The Trans- World Group, a large global producer and 
trader of metals, filed suit in Brussels yesterday against 
three former associates in Kazakhstan, whom it accused 
of fraudulently taking over the group's assets there. 

The three are accused of claiming to represent 
Trans-World's controlling shareholding in several Kazakh 
metals plants, and voting, along with officials of the 
Kazakh government, to nullify management contracts 
which allow Trans- World to control the plants. This 
allegedly occurred at the Pavlodar Alumina refinery and 
at ffie Aksu Ferroalloys plant over the past two weeks. A 
third attempt was made to take over the Sokolovsky 
iron-ore mine, which was thwarted. Charles Clover. Kiev 

M TRUTH COMMISSION 


Tutu in warning to PW Botha 

Archbishop Desmond Tutu yesterday warned PW Botha 
South, Africa's former president, he could be jailed for up 
to two years if he failed to give evidence before the Truth 
and Reconciliation Commission on Friday. The 
archbishop, who heads the commission which is 
investigating human rights abuses committed during the 
apartheid era. said Mr Botha was required by law to 
appear on Friday and had received a subpoena. 

“He told me last year that he was a law-abiding citizen. 
We are insisting that be must appear and we hope he will 
change his mind and obey a lawfully-issued subpoena,” he 
said. Mr Botha’s lawyers told the commission yesterday 
the former president would not appear before the 
commission. Eager Matthews, Johannesburg 


Armed truce in Iran’s ‘war of words’ 

Robin Allen dissects the struggle to control the direction of Tehran’s Islamic revolution 


Egypt plans drive 
to open up its 
insurance market 


By Mark Huband in Cairo 

At least one of Egypt's public 
sector insurance companies is to 
be part-privatised within a year 
in advance of significant reforms 
that will allow foreign insurers 
greater access to the largely 
closed Egyptian market and give 
the sector a big role in achieving 
the government's economic 
growth targets . 

Announcing the measures at a 
meeting of Egypt's leading insur- 
ers yesterday, Youser Boutros 
Ghali, minister of economy, 
largely brushed aside criticisms 
by opponents of a free market in 
insurance who claim the industry 
provides an adequate range of 
services. 

At present, 75 per cent of 
Egypt's insurance market is dom- 
inated by three state-owned 
giants formed out of the national- 
isation and merger of 160 compa- 
nies in 1961. 

A further 20 per cent is con- 
trolled by part-public part-private 
companies, while the rest is in 
the hands of two joint ventures 
part -owned by foreign partners 
from Bahrain and the US. 

Strong resistance to lib- 
eralisation is likely to come 
from insurers who fear foreign 
competition will not only bring 
a wider range of services but also 
new skills to a sector which the 
government views as seriously 
under-trained and ill-equipped 


to expand and modernise. 

Mr Boutros Ghali Indirectly 
criticised the failure of the 
domestic insurance industry to 
amass funds on a scale which 
showed its ability to exploit its 
almost exclusive access to 
Egypt’s 62m people, only 60,000 of 
whom are said to hold life insur- 
ance policies. 

He revealed that insurance pre- 
miums accounted for only two- 
tenths of 1 per cent of gross 
domestic product, much less than 
in developed countries. The gov- 
ernment judged the success of 
the sector purely on the basis of 
its contribution to the overall 
level of economic growth and its 
ability to attract savings on a 
scale which will boost invest- 
ment. 

The government recently 
announced that state pension 
funds would be invested on the 
stock market as part of a series 
of steps towards injecting new 
domestic capital into the econ- 
omy. 

The long-awaited decision to 
energise the insurance sector 
comes as part of the same series 
of reforms, which the govern- 
ment regards as vital to achiev- 
ing 7 or 8 per cent economic 
growth by 2001. 

The low value of insurance pre- 
miums is viewed as a sign that 
the companies have failed to cre- 
ate a role as what Mr Boutros 
Ghali called "managers of risk”. 


I ran's leadership appear to 
have settled for an armed 
truce in the month-long “war 
of the microphones". 

The clash has been going on 
between reformist supporters of 
President Mohammad Khatami 
and hard-line traditionalists 
fiercely opposed to any dilution 
of the authority of the country's 
spiritual leader, Ayatollah Ali 
Khamenei. 

Analysts broadly agree that the 
future direction of Iran’s Islamic 
revolution and the fate of presi- 
dent Khatami’s reform pro- 
gramme both hang on the out- 
come of the dispute, which has 
been marked by street violence 
and thuggery. 

Neither of these activities is 
welcome to President Khatami's 
government as it prepares to host 
next week's summit meeting of 
the 55-member Organisation of 
Islamic Conference (OIC). 

With 35 heads of state present 
the summit is the biggest inter- 
national event Iran has hosted 
since the days of the Shah. 

Coming only weeks after the 
disappointment of the US-backed 
Middle East and North Africa 
conference, it will be the highest- 
level Arab gathering since before 
the Gulf war. 

At the core of the struggle is 
the relative lack of authority 
invested in the office of Iran's 
president 

Mr Khatami was elected last 
May by a landslide 70 per cent of 
voters, but his authority as presi- 
dent is circumvented under 
Iran’s 1981 Islamic constitution, 
by other executive power centres. 


Notable among these la that 
embodied in the concept of oelay- 
at-i-faqih, the supremacy of the 
clergy, and the presence of Aya- 
tollah Khamenei as supreme 
leader, a position to which he 
was elected for life in 1989 by the 
70-strong clerical-dominated 
Assembly of Experts. 

As the "supreme Islamic jurist” 
and inheritor of the mantle of 
Ayatollah Khomeini, the Islamic 
republic’s founder. Ayatollah 
Khamenei has the last say on 
many aspects of Iran’s foreign, 
social and economic policies. 

Now his intellectual capacity 
as well as his right to hold sway 
is being challenged, not by Presi- 
dent Khatami who has been care- 
ful to keep himself and his office 
above the fray, but by other cleri- 
cal and secular individuals osten- 
sibly speaking on his behalf. 

They blame Ayatollah Khame- 
nei and other vested interests for 
preventing the reforms expected 
from Mr Khatami 

On Saturday, Mr Khatami, who 
has successfully maintained a 
lofty detachment from the dis- 
putes sorro unding Ayatollah 
Khamenei's right to rule or to 
merely supervise, restored an ele- 
ment of ftalm- 

He achieved this by announc- 
ing the formation of a five-mem- 
ber committee to ensure imple- 
mentation of the constitution, 
“giving priority to the articles 
guaranteeing the protection of 
people's individual and social 
rights”. 

He also re-emphasised the 
importance of women's contribu- 
tion to the development of Ira- 



President Khatami; an element 
of calm has been restored 


nian society, a reference to the 
constituency responsible for pro- 
viding him a substantial support 
in the election. 

His initiative followed a call on 
Friday from former President 
Hashemi Rafsaryani, now head of 
an enlarged Expediency Council, 
for ail Iranians to unite against 
their common enemies, which he 
described as "America, Israel and 
counter-revolutionaries”. 

Both sides claim to be the cor- 
rect interpreters of the country's 
Islamic constitution. 

“The rivals’ language may be 
cloaked in arcane-sounding terms 
of Shia clerical dogma and the 


finer points of constitutional 
interpretation." said one senior 
Western diplomat 

“However, the real fight Is 
about political supremacy, and 
ultimately, political survival it’s 
between those who claim politi- 
cal legitmacy rests with the 
people who voted last May for 
President Khatami, and those, 
both clerical and secular, who 
feel threatened by the scale or 
popular support for Mr Khatami. 

“The latter have a vested inter- 
est in seeing absolute power 
maintained through the pre-emi- 
nence of the largely self-ap- 
pointed clerical oligarchy.” 

According to Fariba Adelkhah 
of the Paris-based Centre d’E- 
tudes et de Recherches Interna- 
tionales (CER1), Mr Khatami 
wants to centralise the diverse 
pockets of political power around 
the office of president “without 
putting at risk the stability of the 
whole system". 

By common consent, this is a 
Herculean task. But despite being 
hamstrung both by constitutional 
restrictions as well as his own 
relative lack of government expe- 
rience, Mr Khatami Is already 
credited with some successes. 

These are marked by his 
enlightened cabinet appoint- 
ments. in particular that of Mr 
Abdullah Nouri as interior minis- 
ter and Mr Atanllah Mohajerani 
as culture and Islamic guidance 
minister. 

Both have contributed to lifting 
the feelings of social repression 
which have marked ordinary 
peoples’ lives for nearly a genera- 
tion. 


If the cost of living and. infla- 
tion are still preoccupying most 
ordinary people, Mr Khatami can 
at least point to the failure of US 
economic sanctions to prevent 
his government signing gas 
agreements with France, Malay- 
sia and Russia, to develop the 
South Pars gas field. 

He can also point to new gas 
agreements with Iran's Central 
Asian neighbours. But the most 
visible successes have been in 
the foreign policy field. 

Relations at ambassadorial 
level have been restored with the 
European Union, dialogue has 
notably been unproved with Arab 
countries, especially Saudi 
Arabia, and Iran is basking in the 
interest or Russia, now intent on 
making a comeback in the 
region. 

Analysts say there has to be a 
tacit agreement on a new divi- 
sion of power within the Iranian 
hierarchy if Mr Khatami is to 
deliver on his perceived intention 
to reform. 

“The revolution has passed a 
watershed.” one senior diplomat 
said. “There is the widespread 
feeling the 1978/79 revolution has 
run its course.” 

"If Mr Khatami can avoid get- 
ting pulled into the dispute 
between his supporters’ and Mr 
Khamenei, if he sticks to his pol- 
icy of emphasising toleration and 
the rule of law, and remains neu- 
tral, he could see his political 
position progressively reinforced. 

"And reinforced to the point 
where eventually he can Impose 
his own concept of presidential 
power.” 
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WORLD TRADE 


Liiropeiin Court fo rced to balance interest of cotton weavers against textile finishers and garment makers in third dumping probe 

Commission faces fight on cotton anti-dumping 


By Buckley in Brussels 

’ rbB European Commission’s move to 
open a third investigation into dunm- 
“5 of “bleached cotton from six 
Asian countries - only weeks after 
an^dumpmg duties were thrown out 
by EU ministers - is facing a European 
wnm^chaflenge backed by a powerful 

The Brussels-based Foreign Trade 
Association, representing European 
union-wide import companies, has 


joined a complaint by the UK textile 
importer Broome & Wellington, 
Europe’s largest importer of 
u nb le a ch ed cotton, that the Commis- 
sion abused its powers by agreeing to 
re-open the probe. 

Hie two are receiving political sup- 
port from a coalition irw»i rating Euro- 
commerce, the wholesalers' organisa- 
tion, Cliert, representing the 
160,000-strong textile finishing 
industry, and Bene, the Europe-wide 
consumer organisation, as weD as a 


group of Euro-MPs. 

The long-standing complaint over 
unbleached cotton from China, Egypt, 
India, Indonesia, Pakistan and Turkey 
is one of the EITs most contentious 
dumping cases. Hie formation of such 
a broad alliance against the complaint, 
unit launch of a European Court chal- 
lenge. is another illustration of the 
increasingly controversial nature of 
Europe’s anti-dumping policy. 

The alliance claims that imposing 
duties on unbleached cloth - as 


demanded by Eurocoton representing 
EU weavers - would push up raw 
material prices and so threaten far 
more jobs In Europe’s textile finishing 
and garment-making industry than it 
would save among weavers. It would 
also lead to higher prices for consum- 
ers. 

A first complaint by Eurocoton was 
rejected by the Commission in 1995. A 
second complaint led to imposition of 
six-month, provisional anti-dumping 
duties by Brussels last year. 


But EU foreign ministers rejected the 
Commission's call to convert the provi- 
sional duties into definitive, five-year, 
measures last May - in spite of the 
intervention by France's President Jac- 
ques Chirac, who tried to get the mea- 
sures adapted. Many of the ElTs weav- 
ers are located in France, and Mr 
Chirac gave an electoral pledge to 
defend their jobs in May. 

The basis of the opposition alliance’s 
legal case is that the Commission 
should not have opened a third dump- 


ing investigation less than two months 
later, effectively defying the ministers' 
decision. 

"Ministers may say no to anti- 
dumping duties, but the Commission 
can effectively overturn that by contin- 
ually reopening inquiries. That is con- 
stitutionally wrong," said Joshua 
Rowe, senior partner at Broome St Wel- 
lington. 

Eurocoton, however, says it is legiti- 
mately defending its members' inter- 
ests against unfair practices. 


ICO to resist {Philippines set to sign big gas supply deal 


ruling over 
$lbn charge 


By Christopher Price 

ICO Global Communications 
yesterday said it would 
strongly resist a Jlbn charge 
proposed by the US 
authorities on the European 
satellite group. 

The Federal 

Communications 
Commission has ruled that 
ICO must pay the charge as 
compensation to users of 
spectrum frequencies which 
have been allocated to the 
European group: those users 
must now relocate. The size 
of the payment would 
increase 100‘s total funding 
requirement by 25 per cent 

However, the move has 
drawn a sharp response from 
Sir Leon Brittan, 
vice-president of the 
European Commission. He 
has written to Charlene 
Barshefeky, the US trade 
represe n tat i ve, warning that 
the compensation charges 
could spark a wave of 
retaliatory action from other 
nations. The Commission 
has been monitoring the 
implementation of the World 
Trade Organisation 
telecommunications accord 
to liberalise market access. 

ICO plans to launch the 
first of a 12-sateHJte network 
next year. It is one of three 
satellite consortia 
developing global telecoms 
systems for the cellular 
market 

Motorola, with its $4bn 
Iridium system, and the 
|2.7bn Globalstar network, 
backed by Loral and 
Qualcomm, are the two main 
rivals. Both are US 
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consortia, adding a further 
twist to Sir Leon’s 
intervention. A third 
consortium, Odyssey, backed 
by TRW, has yet to 
announce details of its plans. 

ICO said the Jlhn charge 
would "undoubtedly have a 
big impact on our bottom 
line" should it he 
implemented. 

The company, which has 
51 shareholders, including 

British TV»1 iwiYriniTn>iwiHftm! 

Singapore Telecom and 
Deutsche Telekom, has 
raised 5L7bn of its estimated 
£L2bn funding requirement 

Hie group said yesterday 
it was in the process of 
considering its options for 
the ra*xt round of funding. 
This would either be 
through debt, further 
member contributions, or a 
flotation. 

Sir Leon’s letter to Ms 
Barshefsky warned that 
Europeans are "highly 
concerned” that the charges 
"would constitute a barrier” 
for ICO in the US. The 
charges contradict US trade 
policies, he argued, adding 
that they could lead to a 
"raising of market barriers” 
elsewhere. ICO also argues 
that the charges constitute a 
disprop ortion ate market 
barrier. IJSTR is reviewing 
the position with with other 
agencies before issuing a 
response to Sir Leon’s letter. 

Iridium, with 66 satellites, 
and tiie SSetrcog Globalstar, i 
are planning to launch 
low-earth • bfbit*' systems. 
100’s network will be in a 
higher middfcearth orbit 


EU relents over 
US fur ban 

The European Union has called off a ban on fur imparts 
from the US after accepting a pledge from Washington to 
phase out steel-jawed leghold traps, used for catching 
animals, within six years. 

EU ambassadors accepted by a qualified majority the 
latest US offer which improved on earlier proposals to ban 
traps within eight years. But the US commitments still 
foil short of those given by Canada and Russia, two other 
countries which use the same sort of traps, to phase th em 
out within five years. 

Ambassadors said the US proposals went for enough 
towards meeting their concerns to allow a ban on imports 
of US fur caught ngfog the traps, due to crane into force 
yesterday to be called off. The EU has sided with an imal 
welfare activists who say steeHawed traps cause 
unnecessary suffering. But the US had argued that 
banning them could threaten the livelihoods of trappers, 
many of whom are native peoples Hviog in remote 
areas. Neil Buckley, Brussels 

■ ASIAN CAR MARKET 

Thais to build Honda CR-V 

Honda will start producing its popular CR-V model in 
Thailand to meet demand for the sport utility vehicle aid i 
to maintain production at its Hud manufacturing foefixty. | 
Honda’s decision to produce the SUV in Thailan d comes 
as many Japanese car manufactures have been se a Hu g 
back their ac ti v iti es due to the slump in demand 
following the regional currency crises. 

Toyota has halted production at its Thai plant through 
the year while other Japanese car makers have drastically ! 
cut production. The car Tnakre believes sales to Thailand 
will foil about 30 per cent this year. 

Honda has also been hit by falling demand which has 
forced it to cut production at its local facility by hall 
Sales of Honda vehicles, plunged in October to 1,260 units, 
compared with 3^00 in the same month last year. 

Midriyo Nakamota, Tokyo 

■ CATTLE PRODUCTS 

US forces ban to be delayed 

Controversial plans to ban the use erf specified cattle 
products in the European Unkra could be delayed by three 
months to April 1 in the face of intense pressure by the 
US. The European Commission, the EU’s executive. Is to 
consider postponing the ban's implementation as a 
short-term alternative to a series erf exemptions also being 
proposed to avert a trade dash with Washington. The 
issue will be discussed by the EU*s 20 commissioners at - 
their weekly meeting tomorrow. 

Although it was unclear yesterday whether they would 
maift» a fiwi decision, there is pressure for concessions 
ahead of an EU-US summit on Friday between President 
Bill Clinton of the US and Jacques Santer. European 
Commission president Hie Co mmiss i on last July won 
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carrying the BSE mad cow disease, mainly the brain and 
spinal cord. However, a significant minority of EU 
countries opposed the ban and some are applying for 
onmnKnK themselves. . Michael Smith, Brussels 


By Justin Marozzi in ManBa 

The Philippines is poised to 
sign a landmark gas supply 
and purchase deal with 
Shell and Occidental later 
I this month, following the 
conclusion of more than two 

years of negotiations. 

National Power 

Corporation (Napocor), the 
country’s largest 

state-owned utility and due 
for privatisation, has been 
negotiating terms with the 
Shdl-Oxy joint venture for 
the 20-year supply of gas to 
the 1.200MW gas turbine 
power plant in Batangas. 
outride Manila. 


Napocor said Shell -Oxy 
had agreed to reduce the 
base price of gas from the 
Malampaya-Camago gas 
fields in western Philippines 
from $3J36 per gigajonle to 
S3-69. In return, Napocor 
will assume responsibility 
for procuring replacement 
fuel in the event of 
Shell-Oxy defaulting on 
supply. 

"Essentially, negotiations 
with Napocor have been 
concluded to supply the 
IHjan power plant with 
1 JS 00 MW of power and an 
agreement has been 
finalised subject to internal 
processes,” a Shell official 


said yesterday. 


"To be able to do a project 


The agreement, which of this magnitude, at a time 
involves the installation of a when virtually the entire 
500km pipeline linking the south-east Asian region is 
Malampaya-Camago gas undergoing a financial 

The government’s deadline for the 
deal to be signed is December 31 


fields to Batangas, is worth 
at least f2bn. A separate 
agreement yet to be 
concluded between 
Shell-Oxy and First Gas 
Holdings, a Philippine group 
partnered by British Gas, is 
expected to be worth an 
ndd lriwmi ggbn. 


crisis. Is a great 
achievement.” said Guido 
Delgado, Napocor president. 

The government has set a 
deadline of December 31 for 
the signing of the deal. 
Agreement must first be 
reached, however, between 
Napocor. Shell-Oxy and the 


departments of finance and 
energy 

Mr Delgado said Shell-Oxy 
would be implementing 
“staircased” gas pricing that 
would gradually reduce the 
base price from 34.02 per GJ 
In 2002 - when the llijan 
plant is scheduled to begin 
operations - to $3.37 per GJ 
in 2021. The joint venture 
would also install a 
desnlphurisation plant at 
the gas landing facility 
plant in Batangas. 

The government owns 60 
per cent of the field's gas 
reserves, estimated at 
2jS00hn cn ft to 4000bn eu ft. 
It is projecting revenues and 


royalties at S900m over the 
20-year period. 

A final agreement would 
represent a strong boost to 
the country's embryonic 
natural gas Industry that b 
designed to diversify the 
fuel mix away from more 
expensive Imported crude 
oil to Increased use of 
indigenous sources, 
including coal, geothermal 
and hydro-electric. At 
present, gas represents 
150,000 barrels of fuel oil 
equivalent, or Just 0.00 per 
cent of the country's energy. 
The government's energy 
plan projects this will rise 
to 11 per cent by 2025. 
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Foreign banks resist Beijing tax plan 


By James Harding 
in Shanghai 

Foreign banks in China have 
launched a concerted cam' 
palgn again st Beijing’s deci- 
sion to impose withholding 
tax on interbranch inter* 
bank funding, a levy which 
international bankers say 
could destroy their lending 
businesses in China and 
force banks to move 
operations offshore. 

In a letter due to be sent 
this week to Zhu Rongji, 
vice- premier in charge of 
the economy, more than so 
foreign hapjr^ from all over 
China have expressed “their 
serious concerns". 

“Any imposition of with- 


holding tax on interbank 
and interbranch funding will 
have a significant negative 
impact on the development 
of the Chinese financial mar- 
kets without necessarily 
increasing tax revenues," 
the letter warns. 

The imposition of with- 
holding tax would make 
most lending in China 
unprofitable for many for- 
eign banks which rely on 
funds Cram their overseas 
branches to finance loans. 
The tax will not be levied on 
domestic banks, threatening 
to put Foreign banks at a sig- 
nificant disadvantage to the 
Chinese banking sector. 

Foreign bank branches 
tend to source at least part 


of their funds used for for- 
eign currency lending from 
fellow branches in Hong 
Kong or Singapore. 

The prospect that China's 
tax administration will 
shortly start collecting the 
new levy, which first 
announced during the sum- 
mer and will be imposed ret- 
roactively starting next July, 
has already started to 
change lending business in 
China. 

The fears of foreign banks 
participating in a $555m loan 
facility for a new General 
Motors factory in Shanghai 
that they could face an addi- 
tional 10 per cent cost has 
prompted a decision to book 
commitments offshore. 


Other new loans are likely to 
be transferred to branches 
outside China in order to 
avoid the tax. 

The appeal to Mr Zhu, 
which has been signed by 
the majority of leading inter- 
national banks in China, 
says that the transfer of 
existing loans to branches 
outside China is one of the 
options facing foreign banks 
if the tax is collected. Others 
include passing on the cost 
of the tax to borrowers or 
absorbing the tax in the 
branch. 

Given the financial crisis 
which has spread through 
other countries in Asia, the 
foreign banks warn that the 
imposition of the tax would 


“Increase the risk of seri- 
ously undermining interna- 
tional confidence in Chinese 
banking and the financial 
markets an the investment 
environment as a whole". 

China's tax bureau has 
been seeking new ways to 
increase revenues, which 
have struggled to keep up 
with growing expenditure on 
welfare policies and infra- 
structure programmes. 

• China would almost cer- 
tainly devalue the yuan if 
the country's export growth 
was undermined by "compet- 
itive devaluations" in south- 
east Asia said Vincent Trug- 
lia. managing director of 
Moody’s Investors Service, 
the - US credit rating agency. 


writes Edward Luce. In a 
speech to be delivered at a 
meeting of the Association of 
South East Asian Nations in 
Kuala Lumpur today, Mr 
Truglia will warn that the 
regional crisis could "drag 
down" the economies of 
Europe and the US. 

Mr Truglia, who has over- 
seen Moody's recent down- 
grading of the sovereign 
credit ratings of Thailand, 
South Korea and Malaysia, 
said that Asian governments 
should not resort to “fiscal 
rectitude" in response to the 
regional crisis. Such a 
response could bring the 
“dynamic economies" of the 
world "to their knees", he 
warned. 


Tough pragmatist behind a smiling face 


Peter Montagnon profiles the £ 
man leading Seoul’s IMF talks :/ ; $ 


r-pii 



South Korean bank employees protest in Seoul yesterday 


N ewspaper pictures of 
Lim Chang-yuel, 
South Korea's 
finance minister, who is 
leading the country’s rescue 
talks with the International 
Monetary Fund, typically 
show a slightly pudgy, smil- 
ing face exuding easy-going 
congeniality. 

But the reality is different, 
economists and officials say. 
Mr Lim is a shrewd, but pug- 
nacious bureaucrat and a 
firm believer in the dirigiste 
traditions of South Korea’s 
civil service. Thus it sur- 
prised few that Michel Cam- 
dessus. IMF managing direc- 
tor, yesterday politely 
rebutted his robust assertion 
on Sunday that a deal was in 
the bag. 

Mr Camdessus said the 
two sides had made a big 
leap to an agreement but 
details still needed to be 
worked out. The negative 
response of Seoul financial 
markets yesterday suggests 
investors remain uncertain 
about how the final agree- 
ment’s small print will read, 
and how easy It will be to 
write it. 

U nlik e his predecessor, 
Kang Kyung-shlk, who was 
abruptly dismissed shortly 


before Korea turned to the 
IMF for help, Mr Lim is 
known as a nationalist and 
conservative with no history 
of supporting economic 
reform and deregulation. 

While the motives behind 
his premature announce- 
ment remain unclear, some 
In Seoul believe it was an 
attempt to bounce the IMF 
into a weak agreement; 
many still expect him to 
stand firmly against exces- 
sive dilation of the finance 
ministry's power. 

“These are adversarial 
negotiations. Korea has no 
concept of a win-win out- 
come," says one western dip- 
lomat. “Mr Lira is a smart 
guy ” adds Sung Hee-jwa of 
the Korea Economic 
Research Institute, “but his 
strong personality may 
become a stumbling block”. 

In the background to 
Korea’s economic crisis is 
the failure of President Kim 
Young-sam'S administration 
to push through economic 
reform which might have 
weaned Korea off its diri- 
giste traditions. 

Though he came into 
office promising such reform 
and has tried to promote it 
by bringing Korea into the 


Organisation for Economic 
Co-operation and Develop- 
ment, President Kim has 
met stubborn resistance 
Aram the finance ministry’s 
mandari ns. 

Korea's command-style 
economy is still reminiscent 
of the old East Germany, 
says David Hale, chief econo- 
mist of the Zurich financial 
services group. The compari- 
son is apt 

South Korea's chaebol con- 
glomerates are reminiscent 
of the East German Kombi- 
nate, power centres ih their 
own right but closely linked 


to government Companies 
and banks talk about the 
need for globalisation, but 
try to prevent global market 
forces interfering with how 
they do business at home. 

Most foreign economists 
agree Korea needs a market- 
oriented economic system 
where banks and industrial 
companies are cast loose 
from government patronage 
and forced to rely on their 
own ability to survive and 
generate profits. But this 
needs cultural change as 
well as finance ministry 
agreement to relax its grip. 


An attempt two years ago 
to water down the finance 
ministry’s power by merging 
it with the more liberally 
minded Economic planning 
Board is widely seen as a 
failure. Finance ministry 
mandarins simply over- 
whelmed the planners and 
sidelined them. 

Public suggestions by Mr 
Kang that the right response 
to this year’s spate of bank- 
ruptcies was to speed eco- 
nomic reform were ignored 
by his own officials. This is 
the conservative institu- 
tional tradition Mr Lim now 
has to defend. Colleagues 
say Mr Lim’s overseas expe- 
rience, as the finance minis- 
try’s attach^ in London and 
as an executive director of 
the World Bank, have not 
converted him to the cause 
of liberalism. 

“I wish the dismissal of Mr 
Kang had not occurred. He’s 
for more reform-minded and 
would have been a much bet- 
ter person to negotiate with 
the IMF." says one official 
who supports reform. “Mr 
Lim is a traditional official, 
whose style tends to be con- 
frontational" 

Since becoming finance 
minister, Mr Lim has ruffled 
US feathers by an initial 
reluctance to meet a visiting 
senior US Treasury offidaL 
Some Korean officials sug- 


gest that, in his previous 
role of trade minister, be 
aggravated rather than 
smoothed the dispute with 
the US over Korea’s closed 
car market But his saving 
grace may be his pragma- 
tism. “He is tough, but he 
can be quite logical,” says 

Xaknng Q, chair man of the 

Institute for Global Econom- 
ics. “Once he sees the need, 
he can move promptly." 

An example is the decision 
to open the bond market to 
foreign buyers two weeks 
ago. Determination to keep 
them out had become an 
issue of importance for con- 
servative policy-makers, but 
though Mr T.hn was simply 
adopting a plan prepared by 
Mr Kang, be went along 
with it in an attempt to 
avoid seeking IMF help. 

Colleagues say Mr Lim has 
a fine sense of which way 
the wind blows and add he is 
under pressure to reach an 
IMF accord because of 
Korea’s looming presidential 
elections. Even so, the pain- 
ful talks on OECD member- 
ship show just how South 
Korean negotiators can wear 
their interlocutors down. 

In the IMF talks, the 
stakes are higher, victory for 
Mr Lim does not necessarily 
mean agreement on the 
reforms Korea's foreign cred- 
itors say it needs. 


Mahathir tones down his criticism of IMF 


By James Kynge in Kuala Lumpur 
» 

Mahathir Mohamad, Malaysia's 
prime minister, yesterday softened 
his criticisms of the International 
Monetary Fund amid signs that the 
country’s financial crisis was deep- 
ening. 

Dr Mahathir said that he did not 
discuss asking for IMF assistance 
during a meeting yesterday with 
Michel Camdessus, the Fund’s 
managing director, but neither did 
he dismiss the possibility of seek- 
ing support in the future. 

Mr Camdessus also said assis- 


tance for Malaysia could not be 
ruled out 

The warmer tone prompted some 
observers to ask if Dr Mahathir 
was sounding out avenues for a 
possible bail-out package. 

The Fund would be “very nearly 
the perfect authority for enforcing 
rules and regulations" for currency 
trade, be said yesterday. 

The comments coincide with 
signs that Malaysia's fi nanri aJ sys- 
tem is starting to crack. The stock 
market has declined by nearly 60 
per cent since its peak in February 
and is exacting a heavy toll on the 


country’s brokerage industry. 

Five local brokerage bouses, all 
of them known to he in financial 
straits, were forbidden at the week- 
end from conducting all types of 
trade apart from selling. The gov- 
ernment last month announced a 
M*500m ($143m) bailout fund for 
brokerage houses, some of which 
are known to have run up losses 
exceeding MSlOOm. 

' Dr Mahathir’ spelt out what 
would be at stake if the country 
was forced to request an IMF pack- 
age, which It has pledged to resist 
for “as long as possible". 


The financial liberalisation con- 
ditions the IMF imposes would 
mean foreign banks would eventu- 
ally dominate the finances of recip- 
ient countries, he said. 

But his insistence that an envis- 
aged, but as yet vaguely conceived, 
Asian standby facility might dis- 
burse funds not tied to IMF condi- 
tions contradicted the positions of 
other south-east Asian nations. 

Richard Hu, Singapore's finance 
minister, said any assistance from 
a standby facility would be supple- 
mentary to an IMF package arid 
adhere strictly to IMF conditions. 


Finance ministers from the nine 
member nations of the Association 
of South East Asian Nations, 
agreed yesterday to support a pro- 
posed standby facility. They said it 
would exist outside the “opera- 
tional jurisdiction" of the IMF. 

• Asean ministers also agreed 
yesterday to set up a mechanism to 
share economic Information in the 
hope of being able to forestall 
future economic crises. The 
so-called surveillance emit will 
.have its own permanent secretariat 
which may be located at the Asian 
Development Bank in ^Tanila 


Learning the 
wrong lesson 
from Japan 

James Kynge on worries over 
Malaysia’s ’black holes’ 


M alaysia has tong 
been seeking to 
emulate aspects or 
Japan's economic system. 
There is close co-operation 
between the government and 
the private sector, compa- 
nies are linked through a 
web of share cross-holdings 
and several conglomerates 
have banking and finance 
aims. 

Now. Kuala Lumpur is 
responding to Us financial 
crisis in much the same way 
as the Japanese did when 
their “bubble economy" 
burst at the end of the 19S0S. 

Stock market analysts are 
worried. The lesson from the 
recent collapse of Yamaichi 
Securities, Japan's fourth 
biggest broker, they say. is 
that debt-ridden companies 
must be allowed to fail 
quickly rather than reduce 
the efficiency of the finan- 
cial system for years before 
staggering to insolvency. 

“Malaysian policy 
responses have been inap- 
propriate,” said Seema 
Desai, regional economist for 
Schraders Securities in Sing- 
apore. “You just have to 
allow companies to close 
down because otherwise it is 
like a black hole. If you con- 
tinue to bail them out big- 
ger and bigger parts of the 
banks' loan books become 
non-performing," she said. 

Malaysia signalled last 
week that It intended to bail 
out brokerage houses to pre- 
vent systemic failure. Anwar 
Ibrahim, the deputy prime 
minister and finance minis- 
ter, said that a M$S00m 
<$143m) stand-by fund had 
been set up for this purpose. 

He added that three con- 
glomerates had pledged to 
fund their indebted stock- 
broking firms through the 
crisis. Two more are expec- 
ted to follow suit Analysts 
said this would mean that 
instead of losses being writ- 
ten oft the “real" economy 
would suffer for the excesses 
of the financial system. 

“The aim is to sweep all of 
the bad news under the car- 
pet But as we have seen 
with Japan, persistent finan- 
cial weaknesses can stall a 
wider economic recovery tor 
many years,” said a foreign 
economist in Kuala Lumpur. 

There is no question that 
the pain, already acute, will 
intensify. Stock prices have 
lost nearly 60 per cent since 
their peak in February, wip- 
ing about M$5Q0bn - or more 
than three times this year's 
expected gross domestic 
product - off share values. 
Many of these shares were 
bought on a margin, with 


about 60 per cent of the , 
value remaining unpaid. 

So far banks have found 
ways not to call in much nf I 
this margin borrowing, such i 
as reclassifying them as reg- 1 
uJar Jains. In addition, new 
loans are also being granted 
to individuals who have 
been unable to repay debts, 
bankers said. This type of 
credit is adding to an 
already alarming debt over- 
hang expected to reach no 
per cent of GDP by the end 
of this year. 

Most analysts believe that 
in due course a bail-out facil- 
ity for Malaysian banks will 
also be established. But 
there may come a time whrn 
the government Is unwilling, 
or unable, to devote any 


Debt-ridden 
companies must 
be allowed to 
fail quickly 
rather than 
reduce the 
efficiency of the 
financial system 


more state money for rescue 
packages. Malaysia, how- 
ever. has said it will resist 
seeking help from the Inter- 
national Monetary Fund for 
as long as it possibly can. 

A recognition is dawning 
in some quarters that some 
companies may have to go 
bust “Those that deserve to 
go to the wall must not tie 
saved." said N cord in Sopice. 
chairman of the Institute uf 
Strategic and International 
Studies, a leading think- 
tank. “But we must be car- 
ing of those businesses that 
should be nourished and 
assisted through the coming 
difficult years." he said. 

Other aspects of the Yam- 
aichi collapse have also 
found resonance in Malay- 
sia. Yamaichi had hidden 
some losses from regulators 
in the Cayman islands. Shelf 
companies in offshore 
havens such as the Caymans 
and British Virgin Islands 
have recently been estab- 
lished by Malaysian compa- 
nies. One notable example is 
Renong, a top infrastructure 
company which was bailed 
out by -its subsidiary. UEM. 
last week. Renong earlier 
this year sold U2m shares of 
a subsidiary' to a Cayman 
islands company, in what 
was seen as a cash-raising 
exercise. 


Congress presses claim to rule 


By Mark Nicholson 
in New Delhi 

India's Congress party 
yesterday continued to 
express confidence it could 
replace the United Front 
government that It unseated 
last week and prevent fresh 
elections, but it still lacked 
enough declared political 
backers to lead an alterna- 
tive governing coalition. 

Congress leaders last night 
met KJL Narayanan. India's 
president, to stake the par- 
ty’s claim to form a fresh 
administration, saying they 
expected him to grant “two 
or three more days" to try to 
muster sufficient political 


allies to govern in the 544- 
seat parliament. “The situa- 
tion is good; we are hopeful," 
said JJB. Patnaik, one of the 
party leaders. 

But Congress has so far 
publicly lured to its cause 
just one small member party 
from the deposed 15-party 
United Front. 

Other Congress leaders 
conceded that their party, 
which has only 140 MPS. was 
unlikely to construct a full 
parliamentary majority. 

“There cannot be any 
clear-cut majority in the 
present political arrange- 
ment," said Pranab Mukher- 
jee, a senior Congress leader. 
“There can at best be some 


kind of workable majority 
whereby a government can 
enjoy the support of the 
house.” 

The continued political 
paralysis helped take a fur- 
ther toll on the Indian rupee, 
which posted a further 
record low, breaching Rs39 
to the US dollar for the first 
time. It closed sharply lower 
at Rs39-23 from Monday’s 
opening of Rs3&60. 

Officials said there was 
“no crisis" in the rupee’s 
folL which has seen a depre- 
ciation of about 10 per cent 
against the dollar since July. 
Montek Singh Ahluwalia, 
India's top finance ministry 
official, said he was “not rat- 


tled" by the currency's slide, 
which markets have Inter- 
preted as a managed depred- 
ation to boost India’s ailing 
exports. 

However, the Reserve 
Bank of India, the country's 
central bank, has intervened 
heavily in India’s thin for- 
eign exchange markets over 
the past three weeks, and on 
Friday announced a series of 
measures to discourage spec- 
ulative trading. 

Mr Singh suggested fur- 
ther moves might follow 
after talks with Banal Jalan, 
the newly installed Reserve 
Bank governor. "We are con- 
templating some steps," he 
said. 



In business as in motor racing, 
you can’t beat being at 

Le Mans for the race. 


In the heart of an exceptional motorway network. 
Le Mflns-Sarlbe b as ecreUeni road links to the rest of Fran or 
and Europe. Although Paris is not far away (km than 1 hour 
by TGV). the setting up costs and rents make the region an 
attractive location. In terms nf performance, it is on impor- 
tant centre for the motor industry in F ranee and one of the 
main centres for the agricultural produce industry. 
Like Philips, who have chosen to hast- a World Mobile 
Telephone Centre here, yon have everything you need to 
ail rreed in Sarthe. So. make a b re line now. 


Le Mans - Sarthe 


AngaBka Margate, fart: OO 33 243 5 ? 43 10 
httiK//www3autfaou»ni • e-uarifc ceM 8Mrtjha<0Hi 



S’ARTHE 


INTERNATIONAL ECONOMIC INDICATORS: PRODUCTION AND EMPLOYMENT 


Yearly data for retefl sales votume and industrial production plus al data tar the vacancy rate Indicator are In index form with 1985=100. Quarterly end monthly data tar 
reran sales and Industrial produ ct ion show the pereaidage change over the corresponding period In the previous year, and are positive unless otherwise stated. The 
unomptaymert rata Is shmwi as a per ce ntage of the total labour force. Ftgraea far die co mposite laacBng Indicator are end-period wMuaa. 
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NEWS: THE AMERICAS 


Purchasing managers are showing concern about the possible impact of Asia turmoil 


lesso, 

:orn JapJ US industry shows sign of slowdown 
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By Gerard Baker 
In Washington 

The pace of manufacturing 
activity growth in the US 
slowed last month, though 
the economy maintained its 
upward momentum, accord* 
lag to a survey of the 
nation’s purchasing manag- 
ers published yesterday. 

The National Association 
or Purchasing Management 
(NAPM) reported that its 
main index of manufactur- 
ing activity dropped last 


month, following a sharp 
increase in October. But the 
index figure of 54.4 per cent 
con tinned to suggest manu- 
facturing was stfiT growing 
at a robust pace. 

“The overall picture in 
November as indicated by 
growth in production and 
new orders is one of contin- 
ued growth in Tttann f art- n r- 
in« activity." said Norbert 

Ore, chairman of the 
NAPWs Business Survey 
Committee. - 

A growing number of man- 


agers reported concern 
about prospects for business 
in the wake of the Asian eco- 
nomic crisis of the last few 
months, but the figures indi- 
cate it is still too early to tell 
whether the Asian turmoil 
has seriously affected the US 
economy. 

Some economists believe 
the sharp contraction in 
demand in Asia and the 
appreciation of the dollar 
against most Asian curren- 
cies could knock as much as 
0.75 percentage points off US 


growth next year and tip the 
economy dangerously close 
to a deflationary recession. 

Others argue any US slow- 
down will essentially be a 
benign one, since the econ- 
omy has been growing well 
above what is generally 
regarded as a rate consistent 
with stable inflation. 

Though inflation has not 
yet taken off, the average 
output growth rate of 4 per 
cent over tbe last year 
seemed certain to produce 
an intensification of price 


pressures if it was sustained 
through 1998. An Asian-re- 
lated deceleration in growth 
could prove to be salutary'. 

Support for this view was 
indicated by the NAPM’s 
survey of prices paid by pur- 
chasing managers. The 
index had been one of the 
few indicators to report a 
steady rise in prices 
throughout this year but last 

month there was a sharp 
drop in the number of man- 
agers reporting price 
increases. 


In a separate report, the 
Commerce Department said 
construction spending rose 
by a seasonally adjusted 0.J 
per cent in October. 

It also revised September's 
figure from an earlier 
reported LI per cent decline 
to an increase of 0.4 per cent 
Residential spending and 
public building expenditure- 
bath rose strongly in Octo- 
ber, more than offsetting a 
sharp fall in non- residential 
construction. 


Bid to fight off 
internet rules 


By Louise Kehoe 
In San Francisco 

US technology and media 
industry leaders, aiming to 
fend off new internet content 
regulations, yesterday 
launched a series of mea- 
sures to protect children 
from sexually explicit mate- 
rial in cyberspace. 

America Online, the larg- 
est online service with some 
10 m subscribers, introduced 
improved “parental control" 
features and an extensive 
online “Neighbourhood 
Watch" campaign to educate 
users on internet security. 

Walt Disney also intro- 
duced an internet search ser- 
vice to include only web 
sites screened by the com- 
pany. A national “cybertip" 
hotline for reporting online 
crime was also launched. 
The phone service will direct 
complaints about online 
crimes involving children to 
law enforcement authorities. 

These and other initiatives 
were announced at a three- 
day "s ummi t" starting yes- 
terday. of industry execu- 
tives and public policy 
groups in Washington. The 
event was organised follow- 
ing the US Supreme Court 
decision in June, to strike 
down provisions of the Com- 
munications Decency Act 
that would have made it a 
crime to transmit “indecent” 
material to minors via com- 


puter online services. 

With revised bills ginn ed at 
controls on internet content 
now pending in Congress, 
online services »nd publish- 
ers are under pressure to 
address the issue if they are 
to avoid rules such as those 
imposed on television. 

Such laws could require 
internet service providers to 
ensure children cannot 
access thousands of "adult" 
web sites and online discus- 
sion groups. This would 
hamper the growth of the 
medium, industry executives 
argue. 

The effectiveness of 
“parental control" technolo- 
gies was thrown into ques- 
tion by the results of a sur- 
vey, published yesteday by 
Family PC magazine. Among 
parents of. young internet 
users only 26 per cent said 
they used parental control 
features currently offered by 
online services; only 4 per 
rant installed parental 
filtering programs. 

Industry efforts to improve 
filtering technology did not 
satisfy conservative groups 
favouring laws to ban trans- 
mission of adult •materials tO 
minors. Cathy Cleaver, direc- 
tor of legal policy at the 
Family Research Council, 
said the summit’s partici- 
pants had aimed to “con- 
vince families the internet is 
safe. In my view, .that’s 
untrue.” 



Michael Jordan (above), the US basketball player, has 
ousted f or m er boxing champion Mike Tyson as the world's 
highest paid sports star after earning about $7&3m this 
year, according to Forbes, the business magazine 


Flores triumphs 
in Honduras 


By Edward Hegstrom 
in Tegucigalpa 

Liberal party candidate 
Carlos Flores has won a 
resounding victory in the 
Honduras presidential elec- 
tion, in a contest marred by 
last minute voter-registra- 
tion problems. 

Mr Flores, the victor by 
well over 100,000 votes, 
promised to bring ebange 
from tbe administration of 
outgoing Liberal President 
Carlos Roberto Reina. 

"We have our own style, 
and want to imprint the 
government with our own 
brand of liberalism and our 
own team,” he declared. 

Incomplete polling results 
showed Mr Flores with S3 
per cent of the vote in Sun- 
day's five-way election. Nora 
de Melgar of tbe National 
party, the other tradition- 
ally strong political group- 
ing. took 42 per cent. 

Early results show the 
Liberals as the strongest 
party in Congress, though 
they seem to have lost a 
clear majority. But a 
National party candidate 
easily won the mayoral elec- 
tion in Tegucigalpa. 

Tbe election marked the 
first time Hondurans voted 
separately for the president. 
Congress and mayor. In the 
past voters were forced to 
choose one party to run all 
levels of gover nm ent 


In an election that fea- 
tured little debate on issues 
of substance, Mr Flores, a 
47-year-old businessman and 
engineer, won support by 
portraying himself as more 
competent than Ms de Mel- 
gar, an elementary school- 
teacher. 

Mr Flores, who has prom- 
ised to reduce the govern- 
ment deficit, won wide- 
spread support from the 
business community 
because of the perception 
that he wonld maintain 
tight control on spending. 
But in tbe final hours of the 
campaign he surprised some 
observers by becoming 
increasingly critical of eco- 
nomic austerity pro- 
grammes. 

Honduras has agreed 
these with the International 
Monetary Fund and the 
World Bank, to safeguard 
payment of the country's 
$4bn foreign debt. 

But Mr Flores warned that 
the economic adjustment 
programmes had forced the 
government to curtail social 
spending that could help 
bridge the gap between rich 
and poor. 

He was careful not to say 
he planned to break off the 
agreements formed by the 
previous administration, bnt 
repeatedly noted that he 
Intended to manage the 
Honduran economy respon- 
sibly. 


NEWS DIGEST 


Ecuador votes 
for reform 


TYadi tkm.il political groupings led by the Social fliristian 
Pany cPSCj will dominate a national assembly elected by 
Ecuadoreans on Sunday to reform the constitution, 
according to unofficial exit polls and opinion polls. 

The rightwing PSC is expected to ally with the 
government Liberal party-Radical Alfanst Front ti’L-FRA) 
and the centrist Popular Democracy party in the 
assembly when it meets on December 1 W. 

The outcome ends concern that the assembly might 
dissolve Congress or curtail President Fabian Alarcon’s 
term, due to end in August next year. 

"People voted to make the country function." said the 
PSC leader. Jaime NebuL 

Simon Pnehano. political analyst at the Flacsn rese;irch 
institute m Quito, predicted that there would “not he a 
very deep reform but one which will emphusLse limiting 
the participation of the state in the economy, 
strengthening the presidency ;ind limiting Congress". 

Jusiinc .Vitruw. Qru.'j 

■ BUENOS AIRES 


Mayor’s political hopes grow 

Fernando de la Rua. mayor of Buenos Aires, is this week 
set to secure leadership of Argentina’s Radical party , 
boosting his hopes of becoming the opposition's 
presidential candidate in 1999. Mr de la tiua. tlu* city - * 
first elected mayor, is expected to be acclaimed head nf 
the centrist party at a congress nil Friday. He is the sole 
candidate to replace the outgoing party president, lb tin] in 
Terragno. 

Leadership of Argent inn's oldest party would give a 
powerful platform from which to launch a preside! ii:n! 
hid. The Radicals, who held the pn-Sfdrurv from l9S- : tn 
I9S9 after the return of democracy, remain u strong force 
in national and provincial politics. But their tratlitinn.il 
hacking from the middle classes has declined. 

The Radicals and the centre-left Frepasu party formed a 
common front in the capital and many provmo-s to light 
October's mid-term elections. The combined force, culled 
the Alliance, overturned the ruling Perumst party's 
absolute majority in Congress. Km H'un/, lUuwis .-1mv< 

■ DEFENCE 


‘New threats’ facing US 

The US armed forces must work faster to atvindou their 
cold-war posture and prepare themselves for new. 
non-convent ional threats, a prestigious group of defence 
experts said yesterday. 

The National Defence Panel, a committee mandated h\ 
Congress to look at US security needs in the next century, 
said future adversaries would search for US 
vulnerabilities in unsuspected places - anywhere from 
the upper atmosphere to the American heartland. The 
panel recommended earmarking $5bn-$1Qbn to develop 
new defence techniques in areas such as 
counter-intelligence, space, urban warfare and 
information warfare. 

Military experts said the panel's findings would gi\ e 
William Cohen, the defence secretary, fresh political 
ammunition as he tried to promote tbe idea of rapid 
military reform while battling deeply entrenched 
interests. Bruce ClarL H aslwigton 
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Abdala Bucaram took the politicians traditional love of the 
microphone to new heights. 

No sooner had he been elected president of Ecuador than 

he recorded a rock album, “Madman in Love 5 ! 

It proved to be a prophetic title. The national congress dismissed 

him for “mental incapacity’shortly afterwards. 

It was very much what we had prophesied too. 

At the Economist Intelligence Unit, we had doubted his ability 
to control a rocky economy and predicted conflict with congress. 

Ecuador is one of 97 emerging markets that are monitored by 
our Country Risk Service on a quarterly basis. 


ii’M 


Our reports provide crucial insight into each country's 
prevailing economic, political and foreign debt performance. 

They also incorporate a detailed two-year forecast, complete 
with credit risk ratings for both the short and medium term. 

If you have an interest in the worlds exposed economies our 
Country Risk Service could prove invaluable. 

For more details, just telephone Jan Frost in our London 
office on (44.171) 830 1007. 

Alternatively, you can visit our website at http://www.eiu.com. 

Well ensure you’re among the first to 
know if a government looks like going pop. tedGgeneeUah £&&&.■ ^ J - 
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J.P. Morgan investigates charges that pair tried to manipulate FTSE 100 index on Friday 


US bank suspends two equity traders 


By George Graham, 

Banking Ecfitor 

JJP. Morgan, the US Investment 
bank, yesterday suspended two 
London equity traders while it 
investigated charges that they had 
tried to manipula te the FTSE 100 
index in late trading on Friday. 

Fund managers lave been bom- 
barding the London Stoc& 
Exchange with com plain ts after a 
series of dealings pushed the FTSE 
100 index down by 25 points in the 
last two minutes of trading. 

The drop is alleged to have been 

caused in part by the two Morgan 
traders, who were managing a big 


FTSE 100 over-the-counter option 
position. In hedging their position, 
they are said to have sold the cor- 
responding basket of shares at a 
time when many funds bad pulled 
their orders from the exchange's 
electronic order book. 

The order mopped up orders left 
on the system in stocks such as 
Glaxo Wellcome and Smith Kline 
Beecham at prices a long way 
below the previous traded price. 

Morgan investigated the trade 
over the weekend and said It had 
suspended the two on Monday 
“during the course of an internal 
investigation into potential viola- 
tions of London Stock Exchange 


and the Securities and Futures 
Authority rules”. 

The exchange said its market 
supervision officials were talking 
to member firms which bad dealt 
in the last minutes of trading on 
Friday and could say nothing fur- 
ther while it was investigating. 

The two traders have not been 
named. 

While there Is no reason why 
traders should not take advantage 
of orders placed on the electronic 
order book. It Is necessary to prove 
that they did so with the deliberate 
intent of pushing the index down 
for it to be regarded as a breach of 
exchange rules. 


The sharp movement m the 
index on Friday caused particular 
trouble for some investment funds 
because it came on the last day of 
the month. The official stock 
exchange dosing price is the price 
at which the last trade is executed 
each day, so the move will feed 
into pension funds' portfolio valua- 
tions for the end of November. 

Several leading fund managers 
yesterday warned that the stock 
exchange needed to take action to 
clear up the functioning of the 
market in its opening and closing 
minutes. Few orders are being 
placed at these times, making 
prices extremely volatile. 


Clive Williams, chief dealer at 
LGT Asset Management, said that 
without improvements to the sys- 
tem “it's going to be a shambles at 
the year end". 

Alan Line, chief dealer at For- 
eign & Colonial, also said the 
exchange needed to sort out the 
problems with the new electronic 
order book. 

“The np p nmg and the closing are 
a bit of a problem, but I think the 
system is OK. 

"There are things they need to 
sort out before we come to the 
end of the year, otherwise we are 
going to have problems with valua- 
tions.” 


Farmers seize Irish beef 
in imports protest 


By Juliette Jowft m Cardiff 
and Alison Maitland In 
London 

Farmers yesterday besieged 
the port of Holyhead at the 
north-western tip of Wales 
and threw 40 tonnes of beef- 
burgers into the sea in pro- 
test at cheap imports from 
the Republic of Ireland and 
falling incomes. The farmers 
blockaded the quay with 
vehicles and seized the bur- 
gers from a stranded truck 
from Ireland. 

Jack Cunningham, UK 
agriculture minister, con- 
demned the violence, saying 
it would be more difficult for 
the government to negotiate 
an end to the beef export 


ban with other European 
Union member states. 

He said the government 
had provided £450m 
(?751.5m) in direct support to 
beef farmers this year and 
spent more than £lbn deal- 
ing with the consequences of 
the BSE crisis. 

Michael Jack, a fanning 
spokesman for the Conserva- 
tive party, the largest UK 
opposition party, said the 
protest was a “clear reflec- 
tion of the growing frustra- 
tion ... at a Labour gov- 
ernment that shows a 
couldn’t-care-Iess attitude to 
farmers.” 

The fanners' anger 
erupted after a meeting of 
the traditionally militant 


Farmers' Union of Wales on 
Sunday evening. In an 
unplanned move, members 
marched to Holyhead dock 
to meet two Irish ferries car- 
rying consignments of beet 
Many farmers were unre- 
pentant yesterday and prom- 
ised to carry on their pro- 
tests unless the government 
took action. The violence 
was condemned by the 
larger National Farmers' 
Union of England and Wales 
as the wrong way to achieve 
government help. 

• Farmers* leaders urged 
the government yesterday to 
provide nearly £Ibn in com- 
pensation far the impact of 
the strong pound after agri- 
culture ministry figures fore- 



Boxes of Irish burgers dum pe d in the sea by Welsh fanners surround a pilot boat 


cast a 37 per cent plunge in 
farm inenmng this year. 

The National Farmers' 
Union of England and Wales 
predicted the drop would be 
47 per cent after deducting 
the cost of famil y labour and 
that incomes would fall fur- 
ther next year. Its figures 
are backed by accountancy 


firm Deloitte & Tonche, 
which estimated this year's 
drop in incomes in England 
at 49 per cent 
Sir David Naish, NFU pres- 
ident, said £880m was avail- 


rlage of justice" that the gov- 
ernment refused to apply for 
compensation for sterling’s 
30 per cent rise against the 
D-Mark and the French Crane 
since summer 1996, while 


able in compensation, half competitors in Ireland were 
from the EU and half from compensated. 


the UK government 
He said it was a “miscar- 


Steriing pressure. Page 10 


Ex-Brussels chief to lead vote reform committee 


By John Kampfner 
and George Parker 

Lord Jenkins, a former president 
of the European Commission, is to 
bead a committee which will pro- 
pose within a year a “broadly pro- 
portional” voting system for par- 
liamentary elections as an 
alternative to the current first- 
past-the-post method. 

The opposition Liberal Democrat 
party yesterday hailed the creation 
of a commission on electoral 
reform as “a truly historic 


moment in British democratic his- 
tory”. 

Officials said a referendum 
would offer a choice between the 
status quo and a new system dur- 
ing this par liament , although any 
change is unlikely to take effect 
before the next election. 

While the Liberal Democrats 
were delighted at moving a step 
closer to their dream of propor- 
tional representation, ministers 
were more downbeat about the sig- 
nificance of the review. The offi- 
cial spokesman for Tony Blair, the 


prime minister, said he remained 
"unpersuaded” of the merits of PR 
and made clear he was not bound 
by the commission's conclusions. 

Paddy Ashdown, the Liberal 
Democrat leader, was pleased with 
the confirmation of the choice of 
Lord Jenkins, a former Labour 
cabinet minister who is now leader 
of the Liberal Democrats in the 
House of Lords, the unelected 
upper house of parti ament 

“The country is now presented 
with the best .opportunity In 70 
years to see fair votes for elections 


to Westminster," he said. Senior 
Liberal Democrats hope Mr Blair 
will find it hard to disagree with 
the advice of Lord Jenkins, who 
has acted as a mentor to the new 
prime minister. 

The commission's terms of refer- 
ence bore the hallmarks of 
protracted haggling. It Is befog 
asked to “consider and recommend 
any appropriate system, or combi- 
nation of systems” to be put to a 
referendum. “The commission 
shall observe the requirement for 
broad proportionality, the need far 


stable government, an extension of 
voter choice and the maintenance 
of a link between MPs and geo- 
graphical constituencies.” the 
remit says. 

Cabinet opponents of radical 
reform said the wording all bat 
ruled out list systems such as the 
single transferable vote - the 
model cited as the purest form of 
PR. They also said the emphasis 
on “stable government” made 
clear Mr Blair did not want a sys- 
tem that gave “disproportionate 
Influence to small parties”. 


How many places do you 
need to look to find private 
equity & venture capital? 

Only one 


• _ immediately to address the problem of infrastructure 

r^iv*A/v4>/\i«n 4Vs /i/\ funding identified by the recent Dealing report on hlgl 
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- ■ BRITISH TELECOMMUNICATIONS 

tougher contracts Drop In market share predicted 


UK NBWS DIGEST 


Ministers admit 
IT skills deficit 

The government yesterday admitted to “serious skin 
shortages” in information technology as it helped launch 
a new training initiative with the IT industry. Kim 
Howells, an education minister, said the UK’s retraining 
was "way behind" what the country needed. The shot- 
ages had been highlighted by issues such as the mitten- 
ai um computer bomb - the problem of older computer 
systems being unable to cope with the date change as the 
turn of the century - and the prospect of European Mone- 
tary Union. 

Mr Howells was speaking at the launch of the National 
Training Organisation for Information Technology 
(ITNTO) yesterday at the London headquarters at IBM. 
The new organisation, which has been chosen by the gov- 
ernment to develop IT training initiatives, succeeds the 
former industry body, the IT Industry Training Organisa- 
tion. 

Alan Stevens - chief executive of the UK arm of EDS, 
the US computer services group, and chairman of the 
ITNTO - the success of the new organisation would 

be dependent on the support of industry. “This Is a mem- 
bers’ body and will only succeed with the financial sup- 
port of IT companies.” Christopher Price 

WL BALLET AND OPERA 

Merger plan appears less likely 

A merger of the English National Opera, the Royal Opera 
and the Royal Ballet looked less likely yesterday as Chris 
Smith, the culture secretary, said he had no preconceived 
solu tions to the problems of London opera. Last month 
Mr Smith Sir Richard Eyre, former director of the 

National Theatre, to chair a committee which would 
examine a proposal for ENO to leave its home at the Coli- 
seum and share the Royal Opera House in Covent Garden 
when it reopened in 1939 alter a £21482 ($3o7m) reftirirish- 
xnent The board at Covent Garden is awaiting publication 
tomorrow of the report on it by the House of Commons 
mmrnittpg on culture. It is expected to criticise the Royal 
Opera, which has debts of £4ttm. Antony Thomcroft 

U HEALTH INQUIRY 

Another .death reported from CJD 

Another person has (tied from the new variant of Creut 2 - 
feldt-Jakob disease - related to so-calicd “mad cow dis- 
ease” - the health department said yesterday. Monthly 
figures show 22 deaths to October 31 and one patient still 
alive. 

At the same time. Sam Galbraith, health minister, said 
his department would soon complete an inquiry into how 
three patients were given corneal transplants from a 
donor who bad been suffering from CJD. The donor died 
of lung cancer and doctors only discovered CJD in an 
autopsy after her eyes had been removed and used for 
trans plan tation But Mr Galbraith said surgeons could 
afford the time to wait for autopsy results before carrying 
out corneal transplants. dive Cookson 

■ HIGHER EDUCATION 

More cash urged for universities 

The government must spend an extra £110m ($183.7m) a 
year to prop up the research infrastructure in Britain's 
universities. Sir Aaron Klug. president of the Royal Soci- 
ety. warned last night He said more money was needed 
immediately to address the problem of infrastructure 
funding identified by the recent Dealing report on higher 
education.,. ... .. Ctioe Cookson 

a BRITISH TELECOMMUNICATIONS 


Private equity encompasses every- 
thing from large leveraged buy-out 
deals to the more traditional venture 
capital channelled into start-up or 
early stage businesses. 

If you are looking to buy-out buy- 
in, expand or start a business then 
you couldn't do better than 
investing in a copy of The 
Venture Capital Report Guide to 
Private Equity & Venture Capital 
in the UK & Europe, 1998 
Edition. It is the best available 
guide to sourcing the right 
investor for your type of 
business first time. 


'The Guide allowed us to pigeon-hole our business 
so we didn't waste any time on resources in 
approaching the wrong venture capttaftsts* 

Roger WySe, MD of Access Keyboards Lid 
(Successfully raked £1 2m) 

Containing over 220 sources of investment in the 
UK and Europe, each entry shows: 

• the type and value of Investments 
considered 

• the number of Inves tm e n ts already made 

• the decision making process 

• biographies of key executives 

• Investment portfoifas, showing both 
successes and failures 
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Ensure you have 
hutant access to 
the most up-to- 
date and thorough 
private equity and 
venture capital 
htforraatkm 
available. 


9TH EDITION 
PUBLISHED DECEMBER 


By Christopher 
Brown-Humes in London 

The Personal Investment 
Authority, the watchdog for 
the private investor, is accel- 
erating plans to introduce 
individual contracts for 
directors of big companies. 

The move is in response to 
Treasury pressure for early 
moves against individuals of 
firms which are not moving 
quickly enough to clear up 
their pensions mis -selling 
cases. The new system will 
allow the PIA to reprimand, 
fine or expel individuals in 
addition to disciplining the 
firms themselves. 

Contracts with directors of 
life offices, banks, bigger 
mutual assurance societies, 
independent financial 
adviser networks and IF A 
firms with more than 26 
advisers, are expected to 
come into force on May 18 


1998. These are responsible 
for % per cent of pensions 
mis-seOing cases. 

Contracts with most of the 
rest of the industry are due 
next October. About 80,000 
people would be covered, 
including 21,000 individual 
financial advisers and 56,000 
salesmen and tied agents. 
Individuals would not be 
able to work as a p ri n c ipal, 
manager or adviser of a PIA- 
regulated firm unless they 
have a contract with PIA. 

Helen Liddell, economic 
secretary to the Treasury, 
said recently that directors 
of firms involved in the mis- 
seUing review faced fines or 
expulsion if they did not 
maintain adequate progress. 

The PIA said: “The indus- 
try is not riddled with cow- 
boys but there are certain 
people who have a lot to fear 
from individual registra- 
tion.” 


British Telecommunications’ share of tire UK market win 
foil to about half from the present twotltirds by 2000, Mr 
Don Quickshank, the industry watchdog, told a Fi nan cial 
Times conference in London yesterday. He predicted that 
BT*s share of local calls would he less than TO per cent, its 
share of national calls SO per cent and its store of interna- 
tional calls about 40 per cent Mr Cruickshank’s s t a temen t 
implies a higher rate of loss of market share for the UK's 
dominant operator than has been the case. He attributed 
the change to competition and new technology. There 
were more than 50 big companies in the UK. while retail 
prices had fallen by more than SO per cent in Teal terms ' - 
since BT was privatised. Mr Crujckshank said most sub- - 
scribers would have a choice of three operators while the ; 
choice for business would be even greater. Alan Cane 

■ FLIGHT TO NEW YORK 

Jet returns after engine warning 

A British Airways jet heading for New York with 221 pas- 
sengers was forced to return to Manchester airport in 
northern England yesterday after an engine wanting light 
came on in the cockpit The Boeing 767 landed safely 
three hours after take-off after the crew had circled tb» 
Irish Sea burning off fuel. “There was no problem with 
the engines but the crew thought it best to return to Man- 
chester,” BA said. 
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Hr Opportunity to purchase the Na ti onal 
Transmission Network 

DEPARTMENT OF COMMUNICATIONS AND THE ARTS 

The National Transmission Network (NTN). a commercial business which forms 
part of die Commonwealth Department of Communications and the Arts, is for sale. 
The NTN is a network of transmission facilities currently used to broadcast 
television and radio signals for the Australian Broadcasting Corporation (ABC) and 
the Special Broadcasting Service (SBS). and for the carriage of additional radio 
communications and telecommunications services. 

The network currently includes 1 197 radio and television transmitters used to 
broadcast ABC and SBS radio and television services from 547 owned and leased 
sites, and 520 transmitters belonging to 167 licensed broadcasters. 

The sale of this business is bring managed by the Commonwealth Office of Asset 
Sales with the assistance of Arthur Andersen Corporate Finance. Parties who wish 
to register their interest in buying the NTN and who wish to receive more 
information on the Expression of Interest and timetable process, should do so by 
Thursday. ]fl December 1997 to: 

Graeme Barclay, Director, or 
David Morris. Associate Director 
Arthur Andersen Corporate Fi nance 
Level 22. 141 Walker Street 
North Sydney NSW 2060 
Telephone: <*612)9964 6199 
Facsimile: <+ 612) 9954 5485 

Interested parries will receive an information brief on the business including details 
on how to formally submit an Expression of Interest. 

In the United Kingdom, tins advertisement is directed exclusively at persons of n kind . 
specified in Ankle 8 of the Financial Services Act 1986 (Investment 
Advertisements l (Exemptions) (No. 2) Order 1995 and it would be imprudent for 
persons of any other kind to respond to it. 
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The Palace Hotel in Madrid, always one of the city’s great 
historic landmarks, has been restored ro its former glory and more. 

It has been the most extensive, intricate restoration project 
in Europe. 

The result is a hotel with a rich past and an exciting future. 

Rather like ITT Sheraton itself. ITT Sheraton is the fastest 
growing, most exciting hotel group in Europe. 


In the past three years, we’ve doubled in size to 75 hotels. But 
they’re no ordinary hotels. 

Each is special, with its own unique personality. In fact, we have 
the largest number of luxury hotels in Europe. So wherever you travel 
and whatever vour needs, we're sure you'll Feel right at home. 

State-of-the-art. ITT Sheraton always strives for the best. So 
it will come as no surprise to know that we’ve chosen as a partner. 
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the best telecommunications company in rhe world. AT&T. 

Many of our rooms throughout Europe will soon he equipped 
with an Instant Access button that puts you through to the United 
States of America, quickly and clearly via the AT&T Direct Service 
($M) network. jjj jfr 

So wherever you are, you can get in touch with AT&T 
at the touch of a button. ART 
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ITT Sheraton 

Next time you're travelling in Europe, visit some of our historic landmarks. 

I ! pertal Vienna - Howl Brian! Vienna - Hold GoMener Hi»cb Salzburg - Prince dr Galles Pam - Hold Grande Bretagne Athens - Grand Hold Florence - Hole! Excdslor Florence - Hotel Prinape di Savoti Milan - Hotd Eneelnor Rome - Le Grand Hotel Rome - Hotel Daniel! Venice ■ Hwd Europa and 
° t Li^ P V^nirt - Grirf Palat* Venice - Hold Des Venice Lido - Hold Pulitzer Amsterdam - Hotel Palace Madrid - Howl Santa Maria Dc El Pauiat RascnuEria Spain - Hold Maria CnsHna St. Satasdan Sp4n - Hotel Mcntev SanU Cuw dc Tcnenfc - Hotel Alfenso XHI Seville - Park Lane Hold London. 
Regintt c p or ra o re information, call our Global Free Phone Service on 00800 325 353535 or your travel professional. The Luxury Collection. Sheraton Hotels and Resorts, Four Points Hotels. 
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Canadian general points to two options for handover of arms after secret consultations with security forces 

N Ireland report omits weapons timetable 


By Jimmy Buns in London 

The first detailed report on the 
decommissioning of weapons in 
Northern Ireland, due to be dis- 
Jessed today at the multi-party 
talks on the future of the region, 
excludes any specific timetable on 
a handover. 

tostead. the 14-page report by 
retired Canadian general John de 
Chastelain provides a •‘road map" 
on how arms might be decommis- 
sioned - mainly by the Irish 
Republican Army - on the 


assumption that a political settle- 
ment wfi] eventually be reached. 

“We want a mechanism ready 
for when we get an offer to 
decommission from the people 
who have the guns; at present we 
haven’t got that offer," Gen de 
Chastelain said last night 

The UK government has said it 
wants a settlement by May. But 
the peace process was under 
renewed pressure last night with 
David Trimble - leader of the 
Ulster Unionists, the biggest pro- 
British party in the region - 


threatening to quit farther dia- 
logue with the government of the 
Republic of Ireland In protest at 
its call for a cross-border author- 
ity. 

At today’s session, party leaders 
will be asked by the talks chair- 
man, former US senator George 
Mitchell, to clarify which ele- 
ments of a political settlement 
they are prepared to accept and 
which require further attention. 

Some government officials 
believe the public airing of the 
report could test the extent to 


which parties are prepared to 
compromise for -the sake of a set- 
tlement. “We - are getting to 
crunch time. We need to know 
who is prepared to move on 
towards a settlement.” one Irish 
Republic official said last night. 

The report has the approval of 
the UK and Irish governments 
and follows secret consultations 
involving Gen de Chastelain. the 
security forces and paramilitary 
representatives. 

The de Chastelain report cites 
two ways of decommissioning. 


both voluntary, as the most likely 
to beacceptable to the IRA. 

One would involve the IRA 
alerting the authorities to the 
location of munitions and arms 
dumps. The other .would mean 
they destroyed their weapons. in 
the presence of .independent 
observers. ■' 

In effect, both options would 
exclude direct contact between 
the IRA' and. the security services 
and any impli&t military surren- 
der in the handover of the. weap- 
ons. 


' Although the report contains a 
recommendation that paramili- 
taries should make a gesture on 
- -arms while talks are. under way, it 
foils short of the wish of the UUP 
that- the 4 )rqceK.ahouldl» unnat- 
urally implemented' while talks 
continue. General, de Chastelain 
said last night- “I think among the 
political parties engaged in talks 
. there is a will in favour of dettMn- 
mispic*Eung, .but there are differ- 
gooes over timing • • '..Among some 
papimfl ifnrtps there iff-Ist present] 
no will at all." 


Strong sterling exerts 
pressure on suppliers 


T he gas controls divi- 
sion of Concentric, an 
engineering company 
based in Birmingham, 
England’s second-largest 
city, recently called in its 
main suppliers and gave 
them two weeks to cut prices 
by up to 10 per cent It 
warned that failure to do 
this would result in orders 

'lost to. more co mpliant com- 
panies. perhaps outside the 
UK. 

The meeting indicates the 
pressures on manufac turers 
to cut prices to cope with the 
23 per cent rise in sterling 
since August last year. The 
strengthening has eaten into 
order books, mainly through 
reducing the competitive- 
ness of UK exports and mak- - 
ing it easier for overseas 
companies to export to 
Britain. 

Last month British Steel 
warned it was cutting 2,000 
jobs this financial year to 
combat failing profits linke d 
to sterling’s strength. It also 
said it was discussing a 
range of cost cutting initia- 
tives with its several thou- 
sand UK suppliers. 

But it is often smaller sup- 
pliers which have most to 
lose. A small UK-based sup- 
ply company largely depen- 
dent on local customers may 
have few bargaining chips 
when one of them cites cur- 
rency pressures when 
demanding price reductions. 
In the case of Concentric, 


the suppliers' meeting was 
dominated by the need for 
companies to reduce prices 
to help the bigger group sta- 
bilise its business. 

One option for Concentric 
was to substitute UK-made 
components with parts from 
overseas, which have 
become substantially 
cheaper because of the 
pound’s rise. “There was 
quite a lot of talk about 
co-operation," said one sup- 
plier. “But underneath this 
there was a tough approach 
that said if you don't cut 
your prices, you may he 
out" 

JCB, the construction 
equipment maker, recently 
held a similar suppliers' 
gathering where the same 
points were made. Other big 
UK-based companies which 


Consumer credit 

Nat change, seasonally adjusted 

tEbn) 
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are investigating substitut- 
ing cheaper Imports far UK- 
made parts include Komatsu 
and Oki of Japan, which 
make excavators and print- 
ers respectively, and Terex, 
the US-owned heavy truck 
maker which has a big fac- 
tory in central Scotland. 

Pat Moore, managing 
director of Prestwick Cir- 
cuits. Britain's biggest 
maker of printed circuit 
boards for the electronics 
industry, said the strong 
pound was adding to the 
pressures causing supply to 
be switched to lower-cost 
countries. “We are letting 
some UK orders go because 
we are not prepared to see 
prices pushed down to such 
low levels," said Mr Moore. 

One engineering c o mp a ny 
in the English Midlands said 



US-owned Terex is looking at cheaper, imported, parts 


it bad just lost a big order 
from a UK company to 
Taiwan, largely thanks to 
the pound. - Simon Schlaefli. 
managing director of Tena- 
ble Screw, a London-based 
maker of metal components 
for the electrical industries, 
said: “Profit margins are 
under pressure as a result of 
increased imports from Ger- 
many, France and Switzer- 
land" 


But it would be wrong to 
think the high pound was 
malting life impossible for 
the average UK subcontrac- 
tor. Tom Dignall, managing 
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director of Brownrldge Plas- 
tics in north-east England, 
said the currency change 
had been generally positive 
because it had reduced the 
prices of many plastics, 
which are either imported or 
priced in D-Marks. 

Other subcontractors say 
that strong growth in some 

Evidence Of supply bottlenecks parts ;of manufacturing - 

1 * plus the trend to outsourc- 

Manufactorers report that suppliers' delivery times 
lengthened more last month than at any time since June 
1995. says the latest monthly survey from the Chartered 
Institute of Purchasing and Supply, Robert Chote writes. 

This provides “further evidence of the emergence of supply 
bottlenecks in the manufacturing sector”. The evidence of 
continued resilience to sterling’s strength emerged as the 
Bank of England, the UK central bank, published figures 
showing that the amount of cash circulating around the 
economy is growing. Consumer borrowing rebounded as 
expected last month, following the decline which coincided 
with the death of Diana, Princess of Wales. Consumer 
borrowing rose by a net £90 lm (SI, 504m), up from the 
£762m increase In September. Economists expect the Bank's 
monetary policy committee to leave interest rates at 7.25 
per cent at its meeting on Thursday. 




at burden of 
central funding 


ing which has seen many 
companies increase their 
dependence on outside sup- 
pliers - have protected 
them. Duncan Preston. mah : 
a g in g director of .Blagg & 
Johnson in the English Mid- 
lands - which makes metal 
fabrications for the rail 
industry - said his company 
was so busy it was working 
a Sunday shift. 

Peter Marsh 
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By George Graham, • 
Banking Editor 

Large UK= banks are 
complaining that they are 
being asked to pay too. large 
a share of the costs of the 
Bank of England'- - the. . UK 
central bank - and' of the 
new Financial Services. 
Authority. The Treasury and 
the authority, the new inte- 
grated regulator for the City 
of London, have proposed 
changes to the cunent sys- 
tem, but some leading bank- 
ers are calling "for a more 
radical overhaul - . - 

“I think Tflie. funding* sys- 
tem at the moment is unjust 
'and! fear that It wiU become 
more, so,” Tony Davies, 
director of risk managmnent ' 
at Lloyds TSB, told a confer- 
ence organised by the Brit- 
ish Bankers' Association. 

. The Bank of England is 
funded largely by the. inter- 
est it earns on interest-free 
deposits which banks must 
leave with it in proportion to 
their sterling deposit base. 

With the transfer of hank - 
ing supervision from the 
Bank to the FSA, these 
“cash ratio deposits” have 
had to be reviewed. Banking 
supervision is estimated to 
cost about £50m ($83 ,5m) a 
year, and a Treasury paper 
published last week . pro- 


posed to reduce the level of 
cash ratio deposits by 
roughly this amount. 

No figure was put forward, 
but bankers hope the rate 
-will drop from today's 0.35 
per cent of eligible liabilities 
- the formula base made up 
largely of sterling deposits - 
to. at most, 0.2 per cent. 

The FSA, meanwhile, has 
issued its own proposals, 
which would use a similar 
.formula, to cakmlate eligible 
liabilities but charge a fee on 
this . base rather than 
demanding, an interest-free 
deposit The FSA proposals 
would shift some of the bur- 
den away from the largest 
: UK banks by adding foreign 
currency- deposits to the for- 
mula, and introducing a flat 
minimum; fee of £10.000. 

•; The bulk of the sterling 
deposits counted in the for- 
mula are held by a handful 
of large clearing banks, leav- 
ing them with the burden of 
paying for all the others. 

The Treasury paper, which 
proposes levying cash ratio 
deposits for the first time 
from building societies 
[ mutuaDyvown ed -home loans 
and savings Institutions] as 
well as banks, reveals that 
14 of the UK’s 536 banks and 
. building societies account 
' for £ 502bn from the total of 
£827bn of eligible deposits. 


London 



big rise in 
rail cash 


By George Parker, 

Poetical Correspondent 

John Prescott, deputy prim® 
minister and chief transport 
minis ter, was urged yester- 
day by London business 
leaders to- inject at least 
£l35m (3325m) into the 
Underground : railway next 
year, to' prevent services 
worsening. 

London First, a business 
lobby group, is calling on 
Mr Prescott to consider 
introducing road pricing 
and a levy on parking to 
help fund the investment 

The appeal was signed by- 
Lord Sheppard, chairman of 
London First and former 
chairman of Grand Metro- 
politan; Sir Colin Marshall, 
chairman of British Airways 
and president of the Confed- 
eration of British Industry ~ 
the biggest employers’ 
lobby; Sir Brian Jenkins, 
chairman of tbe London 
chamber of commerce and 
the Woolwich building soci- 
ety; Michael Frye, chairman 
of the London region of the 
CBI and Richard Nichols, 
Lord Mayor of London. 

They argue that the 
Underground needs annual 
investment of at least £350m 
to keep it in its “current 
unacceptable state”. They 
say that the government's 
projected investment figure 
of £2 15m will mean more 
delays and more overcrowd- 
ing. 

• Privatised railway com- 
panies ' on. the national net- 
work were criticised yester- 
day for putting profits 
before safety, in the Health 
& Safety Executive's annual 
report Into rail safety. Some 
operators are misinterpret- 
ing HSE risk assessments to 
argue that either no action 
is needed to improve safety 
or, even, as a justification 
for reducing existing safety 
levels, according to the 
report “1 expect operators 
to go that extra step in the 
pursuit of safety rather than 
stop as soon as tbe figures 
indicate that they appear to 
be justified in doing so," 
said Stan Robertson, HSE 
chief inspector of railways. 


BUSINESS OPPORTUNITIES 

READERS ARE RECOMMENDED TO SSK APPROPRIATE PRORBBSKMAI. ADVICE BEFORE ENTEIVNG IHIO COMMnVBfTS 


W' Owner Company ^ 

seeks partnership for industrial exploitment of 

NEW MINERAL 

WATER SOURCE 

high purity degree, constant temperature, 
yearly capacity 500 million liters. 


Concession granted 

source and production grounds available. 


Favourable location for distribution Continental Europe. 


True opportunity for development spare capacity 
existing beverage brands; 
as well as private label for large retailers. 


We grant answers within 30 days. 


Write to P.O. Box B 5599 


Access Screened investment Opportunities 


EUS1NESS CONSULTANTS 
REQUIRED 


Wflti your Own Prm*iCe in PafMCntlip wjh J 
leadog oil h^dy naMraalnq group. [ 
i4V|nndc 

* Ril Training 

* Qnphgupui 

+ Opuro IzjRjMvmatBpefiiKnli 
A gaw and i bhiu m nwi 

* E mW ahc d cnJbHky In tehpjmmuW 

* Tbe today of a huge «£anb«k>n 

* VwlMaflinnera 
YmprouMe 

+ TtadaaraManuuDBGBd 






Channel Islands 

Fu» Offshore m eotpocafipn A 


Tn* Estabfs taunt Psyral Systems / 
Banking FadHos 
tar Ex-P«itam- 
Fbr daub A appointment wnte: 
Cart Tout United. 2nd Ftooc, 

34 Dw*l Place. St Mar. 
JafsayJE24TE 

Td : 01934 878774 Fax: 01934 35401 
EJnWsroytreWW.«wi 


UK COMPANY 

in Bulgaria since 1991 seeks 
Investors and partners for 
hotel, manufacturing, 

IT and real estate projects. 

MvcriiKOKns uppowd l^r 
C Hocicy Solid urn. Mallet Street. 
Ttnai t rMff ; fregiAned by fce Law Society 
for ui ii Liu ii u a haumi. reft IRorCMH 
Td (11229 777404 fiu; 1)1225 T760OT 
Email: •olicnoi^chnlcyaoh.ctijdi 


Included in Nov Report £ 
PbourealiaK CompBer Travel 175k 
Youth Adventure Yachting 1 00k 
Construction Company 1 .0m 
Public Internet Kiosks 220k 
Traditional Puddings Mxmf 820k 
Office Park Development 500k 
Lettings Newspaper 225k 

Call Centre Franchise 100k 
Os-Line Computer Tiamhig 60k 
Beach Emswoftevendon 250k 


Included in Dee Report £ 

Internet Investment Sendees 250k 
Lupin Bean Pasta 100k 

Professional Cleaners 600k' 

Electro-magnetic Suspension 250k 
Transworld Couriers 100k 

Internet Publishing Services 250k' 
Explosion-proof Electronics 1 10k 

Telecom Services Frr4.5m' 

Tuscan Holiday Villas 300k 

Internet Retailer 25 


Full details available through TRIAL SUBSCRIPTION 
Access a regular flow of screened businesses seeking equity capita) 
VCR reviews business plans & meets the entrepreneurs concerned 
S Presenting to VCR subscribers in London, 18 December 


Venture Capital Report 01865 784411 
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miv ML® p&x 

Helps ium marketmo problems wto phmtmle omunuunEst 
Oxford languages gaduate. UnHeuer marketing mon. 
long wno Director of Saalctit compares, tnc Brussels CEO. 

Mow 54. last seven years as consultant/non-orec 
to wide range of appreciative d rents. 

2-8 days por month from from Jammy far sttowMhe pro j ect. 
wane to Bo- No: 95600. Ftadd Ttaw. One SouOraik Bm^e. London SCI 9HL 


entertainment 

GROUP 

offers prime motors unique 
ojipwTunit} to acquire «JuiiT 
in rKdia/entcnnmnwH prep*®, 
including film, TV and live shows. 

minimum investment 

£25.000. 

Priodpabonlj. 

Wrtle w B» BS»7. FkmW 
O-rSwrim* Brides. 


TOP CLASS 
RACEHORSE 

For Sale 

WINNER OF NINE RACES 
For further details 

Tots 01488 648912 


CAPITAL GAINS 


TAX DUE 

JANUARY 1998? 
NO NEED TO PAY! 
FUNDING AVAILABLE UP TO 75% 

If you have gains in excess 
of £1 million call 
P Ramsey on 01753 539994 
for a free consultation 


Petroleum Products Winte 
for Refiners and End User 
Spot or Term Contract. 
Fax Full Corporate Offer 
USA # +1-973-729-5069 


PROJECT AID COMMERCIAL | 
funding avaiablo to UK and 
intemawrtjl dontt 
Anglo American 
Group Pic. 

Td: 01924 201 36S 
Fax: 01 924 201 377 


Office of the Director of 

Telecommunications 

Regulation 


, COMPETITION FOR A THIRD PUBLIC MOBILE 
TELEPHONY LICENCE (DCS 1800 & GSM) IN IRELAND 

The Director of Telecommunications Regulation in Ireland invites 
applications for a licence to provide and operate, within Ireland, a mobile 
telephony service using both DCS 1800 and GSM technology. The licence 
is for a nationwide service and its term will be fifteen years. 

The Irish mobile market offers significant potential for growth over the 
coming years. Mobile penetration currently stands at about 11% which is 
below the current EU average. However, Ireland currently has the fastest 
rate of economic growth in the EU and this is expected to continue for the 
foreseeable future. 

A copy of the formal tender documentation is available on payment of a 
non-refundable fee of IR£5 ,000.00 from Peter McKenna, Office of the 
Director of Telecommunications Regulation, Abbey Court, Irish Life 
Centre, Lower Abbey Street, Dublin 1 (Telephone 353 1 804 9600, 
Fax 353 1 804 9680). The fee may be paid by bank draft or cheque 
payable to the Office of the Director of Telecommunications Regulation. 
Cheques should be crossed and marked “Account Payee Only”. Only 
organisations which purchase the documentation may participate in the 
competition. 

A summary information memorandum is also available on request and is 
free of charge. 

The closing date for receipt of completed applications for the licence will 
be 2.00pm (local time) on Friday 27th March 1 998. 

Etain Doyle 
Director 
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Primecare Homes Ltd 

(In Receivership) 
Southern England 

The above company provides nursing and residential care on the 
Sussex Coast. 

® ihree residential homes, six nursing homes and 
one home dedicated to learning dwgmftjfs 

■ total number of beds -210 

■ turnover - 97 7 m 

H motivated, caring workforce 

■ established reputation in the sector 

For further details please contact the Joint Administrative 
Recovers, Robert Pick and James Earp at Grant Thornton, 
22 Melton Street, Euston, London NW1 2EJP- 
TeL- 0171 728 2267, Fans 0171 383 4077. 

Or Andrew Skhveflac Grimly International Property Advisers, 

2 St Philip’s Place, Birmingham B3 2QQ. 

Tet 0121 236 8236, Fajc 0121 233 4455. 

Internet: http://-anjiHJLgram-tbor7iLon-co.itk 

Grant Thornton S 

The UK member firm of Grant Thornton InterrtatkxnL 
Authorised b y the Imdsue of Cbanotd Accountants in 
England and Wales to carry on inv es tm ent business. 
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BUSINESSES FOR SALE 


■ MITCHELL CHARLESWORTH 

Insolvency Servicer 

GJ4 Wefagud RCA, MSTUfc L\L Mdlmgm MIPA. MSTt. 
riMadrilQaitowtott booheacy Se n nets 
The fonM Arimin^tTjIrv rn 
Ofltx fee sab the bodnew rod* and goodwill pj 

P.UJL SYSTEMS LTD 
(in administration) 

Fabriaton of imoUtam bum hit the budding petrochemical and other 

tAKliliJ hwihtirii ^ jj ira rtmw 

ERA Regained 

Modem tingle toorcy laahdd pmntan m Ctoony, Drrby&hng 
Dodlrard wnr fc fofce 
Tinner &£M 

Bcedkatt Customer Raw 

F« forther details fend in mttwftta* pack (tebet 
The EDiotl Partjurbhip hTTHm h m 

CoipnmeRMOTwy Services SUlott 

Uaitfi Blue Chip Busta» Park muiw i h i 

Atla nti c So tet J | 

Aldndmm 
Cheshire tVAlS 5DD 

tdt0161<C6«8t Fax 0161 W 7585 


WAREHOUSING AND FORWARDING BUSINESS 
North Yorkshire 

Our client, a warehousing and forwarding group, 
wishes to dispose of a non-core warehousing business 
located tn North Yorkshire. 

The business is well established and profitable, 
operating from freehold premises with its own local 
management. 

Principals only should apply to: 

Peter Hollis. Arthur Andersen, 

St Paul's House, park Square, 

Leeds LSI ZPJ 


FOR 
IMMEDIATE 
SALE. 

Specialist bookshop with 
prestigious premises in 
Centra] London. For 
further details write to 
Box No: B5601 , Financial 
Times, One Southwark 
Bridge, London SE1 9HL 


An opportunity has arisen to acquire the business and 
assets of this long established company 

"A- ;c~" 02 -y !i- 2 D z-ci’ ct ron c>:cc parents ^sed .n co:cj""c 

■ Anru; 1 ;! turnover approximately t4m 

• Freehold office Building. LessehclG industrial building 

• Establ'Shcd customer base 

• Ongoing order Book 

• Skii.'c-ti workforce 


Derek O ok .'ey • Michael H.ili 

0161 834 3313 


Latham 
Cro§sJey 
P3 Davis 




OFFICE EQUIPMENT 


OFFICE FURNITURE 


W* have - dract tram the manufacturer - new high quality executive end 
system range* ■ canlerenca and receptions. Large choice of vs news, 
metnmtne and/or bunmaie bnsshes 


with discount of up to 40 c b from R.R.P.! 


London Showroom for viewing: 63-73 TheoootfS Road, London WClXBTA 
Fid camcad and ptanrirg rautcBO. 


IINEAOURO LTD 701:0171-0310070 


1 Make your own Video 1 

| Business For Sale | 

I Gr»o coroamcn eppurtumh To rake ■ 
own imura VRlan m aclMocataJ | 

I vending booth*. n a new teal _ 

lor nurin iccanj) uKhnav. | 

I An rowrai c pmi i\l juioaiacg | 
pfedua »ith ewota,” pMoJ I 

I iutn [Wjaiajf ■ 

Whir to: Ku Famlka I 
^MSDOtaiIri4oLiiidia!Zl<l^ 


f LAKE GARDA A 
NORTH ITALY 

2000&qm potential tmsawss fur 
sale, lnclbdiag Bar/ResLutnua, 

S hop-caff ee bmineu. jpjnnynK. 

garden, parting area.' 
business centre. 

U.vuo.noo.urt 

Fax Loodon 0181 SM 6615 


FOR SALE 

QVTLENGIMERIMj comfit 

Due K> ictuciDmr el I Sr nuzn 
iheduUx. J er'J eiuSlntanl 
Coil Enpinccnns Bimwiv. 
currciu Blur Chip tutKvncn. 
soon: nunj j rs.'acni team. 


Prr- Tin Prafli; LFmama 
rnoojvU'- uch i wvd apply. 

Wrkt ws am asm. FhuntMTtaa, 
OacSeemwwIi Bridar. Lendno SP «UL 


King Charles II Restaurant, 
Worcester 

Beasufulli p-r^.-an' iwh amm 
cm iv mir iv -Loral 
Eal in >kjr. j-tJ u.v-uoi:. 

nm iclL- -j-.vwmi 

Iii'Cinis - . ita - -. 

Freebold £335.000* 

Td- HanncU f»>Le it... i>:>' 'lt!2v 


ESSS 


THE IN 

W'i/Zi SO million people nuitchiup, 
the world's your oyster 


im*** b*'-. 3 


men***** 

m*' ,r*. jw 




OUTSOURCE BUSINESS PROBLEMS 


□ Tbu provide the problem 

□ rll provide the solutions 

□ Use yoar time to manage your busness 

□ Don't waste jcvr time trying to reinvent the vhetl 

Phone: D Edmunds on 0181 4580509 


t&T- 


%t-Z' 
'*:***■ ■ 

&i%kc-y 

■ Av . 


rJcsM - in • 1 ' v 


For Businesses Gelling on the i\el 
there* s really only one wehwr/ter 

MARKYBOY 

tho complete business service includes your own 
beautifully designed, fully integrated wc-bsite 
reflecting your firm's unique house style 
your own domain (www.yourcc.co.uk) 
e-mail address (you@yourco.co.uk) 
registration in all the major 
search engines 


for more 

information on creating 
a stunning internet presence 
call or fax us on 0171-366 9666 
or e-marl us at markyboy@usa.net 
we also supply complete computer systems 
with on-site warranty for under £1 .000. The best 
value webwrrtrng and equipment supplier in the UK. 




CORPORATE 

GOLF 

by business jet. 
The ultimate in corporate 
entertainment 
Memberships available. 
For details: 

Fax 01292 477983. 


CHARTERED 

ACCOUNTANT 

FCA, wide-ranging 
experience available on 
p/t baste for FD/Company 
Accountant role 
Tel: 0171 255 2337 A 


SURREY 

STOCKBROKER BELT 

Cteuflcm 1 Driven Car Hire Borinas 
IS mimics from London Airpon 
Prime Locsnoa. E&Ubiniied 45 yean. 
Ownas retiring. 

Wrilr Me Bn H5579, FnucH Tima, 
Our Smrimrt Bridge. Leaden SEl WL 


FREEHOUSE. Pub and RaataunmL Puly 
refubtehad. On viSage gram In fantastic 
asaa Of Hw UouMrig . Good owners accorn. 
Bmekn tmdkig and ftotantsL New E5 yarn 
teas*, premun IRO f 130.000. At anqmea 
lei: 0171^886467 tax: 0171-286 5075. 


FOR SALE 

Small Cardboard 
Manufacturer 

+ Midbuub t\ucJ ■> frcchcU sae v- 
& (tumt pr::i:s > 
rebllTS: 8445 57 
lB*MWPU7imob. 


UQITDATIOVS. 
RECETVERSHIPS & AUCTIONS 
200-300 Ln]itida(inns and 
Rtxeivenbrps listed every week. 
Who they are. What they did and 
who lo contact. + Scores of 
Auctions every week. 
BUSINESSES FOR SALE 

Monthly pablicarion listing met 100 
different business.- 1 for sale. 

For further details - 
Td: 01652 6KU889 
Fax: 01652 6S0S67 


SWITZERLAND 

Inowporatioii md ■dministmion of 
swim and foreign covnpenies. 
Mail -Phone - Fax services. 
Bm&famodacricoa. 

OPTIMA FIDELITY 


10 Flaee LaneemaBe, 

PO Bos 3520, C8-12U Geneva 3, 
Id: 4122 31NM9 ta 4132 3IMU3 
BmH : optflld^btoewnaxh 



SAVE OM 
fj rERNATIONAL 
PHONE CALLS 


• ENgM SwhcMngfHmr 

Opttc Unm 

•XTKTanf OOiar Natarorfm 

• Um from Hama, CNflcn, 

Ho«ata. CaO Phonos 
Hour CuatoMST Ssrvles 


Tel: 1.206.284J5600 

Fax: 1^0&270.0009 

Llnss ap*n 24 houral 


MANAGEMENT COURSES 


Don’t miss it! 

The MB A Fair 

Now in London! 




Monday 
December 
8th 1397 


JSSgr ) 9th 1997 

K from 3pm to 8pm 

' ^ / Cumberland Hotel 


Cumberland Hotel 

Marble Arch London W1A 4RF 
Undeiground: MatMe Arch 



c?iA? r foi D F°L:;;c: 

MBA: admissions. 


/callback 


The MBA Area 


The MBA Center Area 


Acqura practical information from The European Test Preparation Omni 

Admissions Officara toot tfa bail MBA wD 6a there epresetn the CAT-GMAT. 
programmes who tni^d darinrina your Come and lake free simulated GMAT 
future. and TOEFL tests 


Workshops 


MBA Center in London II 




Mit-nsi.’ 
tiiuiJ?' .5 


ft ^ 


;■*»«>' 
ttgj ‘ M r >■■ 
.1ft- XNT 

lift*): : ' 

^ l .- •' 
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CONTRACTS & TENDERS 


The £bHowing Conversion Resolution ws pur at a General Meeting of die Australian Mutual 
Provident Society held on 20 November, 1997: 

THAT: 

' (a) The stains of Australian Mutual Provident Society (“AMP”) be changed to a company 
limited by shares; 

(b) The Sh?»w Allocation Rules set out on pages 164-167 of the E xplanato ry Me mor andum 
A?reA 10 September 1997, a copy of which has been tabled at the meeting and for the 
purpose of identification -mirfallgri by die Chairman of the meeting ("E xp la n atory 
Memorandum”), be approved; and 

(c) (I) The payment by AMP of the dividend described on page 44 of the E x p l an atory 

Memorandum ("Dividend”), and the transfer by AMP of the assess described on page 
44 of the Explanatory Mem ora ndum ("Assets”), be approved; and 
(H) To the extent that either; 

(A) The payment by AMP of the Div idend; or 

(B) The transfer by AMP of the Assets comrimtes die giving of fin ancial assistance 
by AMP for the purpose of or in connection with, one or more of the 
following acquisitions; 

(C) The acquisition by AMP Financial Services HolcEngs l i mite d of share* in 
AMP; or 

(D) The acquisition by AMP Holdings Limited of shares in AMP F inanc i a l 
Services Holdings Limited; or 

(E) The acquisition by AMP Group Holding Limited of shares in AMP Holrfings 
Limited; or 

(F) The acquisition by AMP Limited of shares inAMP Group Holdings Limited; 
or 

(G) Thc acquisition by the Members of AMP of shams in AMP Timiirri . 

AMP be authorised to give any such financial assistance in accordance with section 129 (10) of the 
Companies (New South -Wales) Code and section 4 (1) of the Australian Mutual Pwvident Society 
ACT 1988 (NSW) 

The Returning Officer has announced the result of the vote on the Conversion Resolution to be: 


IttomdlonMcorfanmasirilprovM HeaBecaB0171 B37 3779 X> arrange a 

you wtth practical Kunn a fen on tha vW to our carter 

MBA. 


MB A Events - Briannla House -«aan«md Street Lanflon wax 9JD 
B U M ■fci.-IMI 171 278 3288- ftoc(44>171 837 8440 

Mine oa tp aw mta Wrt n rt a.fr Wpcy/NiiwfriiaogacrxOT 


FRANCHISING 


CONSIDERING 

FRANCHISING? 



ForAebotdhmod 


1 FlAlOEEIEVEUffISXTSEBWSUl) 1 
|RniBo^RaunBaadNoniU,?fillRB| 
■ TEL: 01 M] (21 3RI FAL 61 tffi « 174. 
I wA M UftMi lAjm 8 


•yes’ votes 

*No’ votes 

Tbcal vaBd votes cut 


Nnwd»er of^rte* 
10323,072 
181,145 
10,704.217 


of Votes 


i 


The Resolution was carried as a Special Resolution. 
Australian Mutual Provident Society ARBN 008 387 371 
Incorporated New Sooth Wales. Members’ Liability Limited. 




BUSINESSES 
FOR SALE 


Appears m the 
Financial Times 
every Tuesday, 
Friday 

and Saturday. 

For further 
information, or to 
advertise in this 
section v 
please contact 

Marlon Wedderbum 
+44 0171 
873 4874 


BUSINESSES 

WANTED 


WANTED 
Acquisitive Chemical 
Manufacturing 
and Technology Company 
(absorbents, catalysts, air 
purification etc.) 
wishes to acquire 
complimentary businesses 

turnover £0.2m to 
£5m+ 

Box No; B5595, 
Financial Times, j 

One Southwark Bridge, 
London SEl 9HL | 


The Joist Receiver* oiler for rate the burinra and assets oT Telecom 

Science* Corporation Lid either individually or as a whole. 

Highlight* are « follow*; 

■ £30 MUlioo turnover business in high growth moiiet sector*. 

■ Leading Eaponer of telecom equipment - maioly W. Europe. 

■ Frccboid manufacturing and oilier facilitin kvattd in Ainkie. 
Lanarkshire. SrwlMid 

-■ 

, ■ Manufactured supply of proprietary telephone terminal* tore 
major blue chip OEM customer - more Hun £15 mi Dion annually. 

H £15 million turnover tckcnmmiinicalions switching systems 
business (PBX systems) serving the SME market. 

■ StfcyNei and iMA GENET systems (ISDN Camera) providing 
communicatJoDS and sec u rtty infrastnicture to the schools 
market. (Cullea Report compiuuu soluiioas). tutd the general 
commercial market Car visual alarm verification puipuses. 

■ Significwa base of ISDN aodCTJ expertise. 

■ Established UK and European network of dealer*, distributors. 
mdOEXl cnsxom ei v 

For further deuils, please contact: lain Waiters or Alan Scott 

Arthur Andersen. 18 Charlotte Square. Edinburgh. EH2 4DF. 

Telephone 0131 223 4334 Fax 0131 469 6219 

ARTHUR 

ANDERSEN 

Alter Arian tc wOsaml by rie bHMaw atChMnnl AtawM 
*■ BagMaad Wtora to cany on maM bum 


FOR SAJLE 

Anstraliaxk Electronic* Manufacturing; Tfnalnrea 
Environmental tk Indnatxial Services & Equipment 

• 20 years 1 operations: rMohllHliri! fitstnnH-r h.isr 

• Strong national & And wurki r<qmn nurkrL* 

• Consistently pmBLiblp. FWT"i. .iImav debt !rts> 

■ Negotiable handover petiLd 

■ Valuation around L^t million 

nmtirr (n/ormoilon. j.u A 1 N 111 I 1.1 4 

tndurftng onjnnfMrun. intub-<m.] 


! IMII I) FAMILY COMPANY FOR S \LF 

-IS till' tlVVIHT uisIll'S 111 rt'litT. 


.An cvccllcnt opportomt> m arqunr a Llithm; - numifj-iunT. imj>vi.T »itti 4 
nii'he product range. Turnover t* appi>'timjit*]« t '.trit.iM'. inull 
pmhRliMi imd plus import'. Wulc nalnm hj< iiktialmv man, hliir : tup 
tvvixmu vmh an ens tahle iqnutmi in the iij.1i> 

Write to: Bos BS564. Faunrial I inn, 

One Southwark Bridp, t.ondnnNLI *111, 


Newcastle-Upon-Tyne 


■ 40,000 sq/ft fully operational joinery. 1 upholstery 
manufacturing facility ■ 

* Sprinkler system-Comprvssed air etc • 

* Good office space and show room ■ 
Excellent transport links and labour/catchment 


Initial interest to Box No: B5602. Financial Times. 
One Southwark Bridge, London SEl 9HL 




3 REST HOMES 

TOTAL REG. 1 S 2 

□ Mental disorder/handicap 

□ Sussex Coast 

□ Price £2.7m 

Bn No. B5.W.1. Ftemml Tram. 
One SanlfawBL Btliige. Loodon SEl WL 


/ SALE REPORT \ 

/ the No. llndependont feting of \ 

L teopaan coapanlu for aala + aO / 
\IW nx»4vef5l^is.Fof sub (mstSsy/ 
\MBtB75 02003^ 


For Sale 

(gglKISI^^IL [PlaUMTaW^i GOMMMV 

An opportunity to acquire a wati-tun and successful printing bushms 
* Established over 20 years 
• Turnover E2. 3m 
* HakMbetg Equipment 
• PmStabh throughout the Recession 
* Excellent scope for expansion 
For tunriar Monnatton, please contact 

_J BRANDENBURG 
dll SECURITIES 

ftMM Court. 24 Thropnonon Snttt. Li«kSm ECJS l\f 
Tdrptaonc 017I-S74 801 hu-'jmilelM'l>»74«.l4S 

E-mfl: aihlra6'hiiikln<*<uis-rmip- > »>n 
RccutMo] hjf lie SctDnno^ ant Fraran AulhorO' 


FRANCHISING 


NEW PROVEN FRANCHIS E 

Producing £1 ,000,000 sales in the first year 

Total investment E170K * ™ui premise 

• V.'ecucr.d :r,i 2 in; only 

• Sites available in South A'j'.ej 
Norwich. Lancs. CficstcrtieU 
Gurton-on-Trunt i Ne^castic 

C.ill David Hoshin;. now on 
VAREHQUSE 01733 319468 



APPOINTMENTS 


STRUCTURING SPECIALIST 

To join this leading international investment company as a Structuring 
Specialist you will need a strong quantitative background, experience in 
wnuen and oral presentation and direct exponent* m the field of profcvl 
financing. Candidates should have at lew 5 >em' relevant project financing 
experience, gained with a world clast, banking or invest mem banking 
organisation, involved in directly managing muiii-praty transact h«ix from the 
initiation of new business through dosing. In addition, strong credit skills, 
■true luring experience, a thorough knowledge of project finance market both 
for origination and the piaccmem and experience m cross border financings 
in multiple jurisdictions and industries are required. Salary negotiable. 
Applicants, educated to masters degree level tn business or finance, should 
write, enclosing full curriculum vine UK 
Bat A602A, Financial Times, One Sotdlroarfc Bridge. Loodon SEl 4HL 


BUSSINESS FOR SALE 


Electronic Business for Sale 

The Joint Administrative Receives of ICC Controls Limited David Gilbert and 
Tony Supperstone, offer the following eleoronic control production business 
for sale as a going concern. 

Freehold premises 

• Light industrial unit U8.130 sq ft] on 2.18 acres of land at Blackwood Road, 
Liilyhall Industrial Estate. Workington, Cumbria. 

Business 

• Planning, design and production of electronic systems. 

■ TUmover c.£3.7m. 

• Established blue chip customer base with secure order book. 

Further Information may be obtained from the Joint Administrative Receivers 
at BDO Stay HaywanLRefc SM/DTM: 0171 893 22 1 8. 


Weatherall 


Green & Smith 


IBDO 


BDO Stoy Hayward 

Corporate Recovery 
and Insolvency 


3k 

m 

tr.'. 
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Two top US universities are to test a Vietnamese construction worker's herbal addiction treatment, says Khozem Merchant 


Vietnam herbs 
for heroin 



A Vietnamese herbal-based 
treatment for heroin 
addiction is about to 
have its efficacy rigor- 
ously tested. Its advocates’ 
claims that it grids dependency 
on the drug within five days are 
going to be investigated is the 
OS. 

Heantos, which comprises 13 
natural products grown in Viet- 
nam, was invented by a Hanoi 
construction worker who says he 
was determined to find a cure for 
an addiction that has brought 
great hardship on his family. 

His discovery has excited the 
government in Vie tnam and the 
United Nations Development Pro- 
gramme, which is investing 
$400,000 (£240.000) as seed capital 
to fund tests at Johns Hopkins 
University in Baltimore and Vir- 
ginia Commonwealth University. 
The Vietnamese government is 
contributing $100,000. 

The UNDP describes Heantos 
as an "interesting idea that 
deserves encouragement”. That 
may now come from Johns Hop- 


kins. which has agreed to con- 
duct experiments on Heantos and 
establish a protocol designed to 
meet international standards. 

The Baltimore university’s par- 
ticipation is seen as a coup for 
the government in Hanoi in Its 
determination to win global rec- 
ognition for Heantos as a prelude 
to commercial exploitation. 

Scientists from Vietnam have 
presented their research to the 
US Congress and the Food and 
Drug Administration, the regula- 
tory authority whose approval 
remains the ultimate target. This 
is the first time US and Vietnam- 
ese scientists have co-operated on 
such a venture. Since 1991, the 
Vietnamese government says. 
4,000 heroin, opium and cocaine 
addicts have been successfully 
treated with Heantos, from the 
Greek meaning "plant”. 

Hua Toan. director of Hanoi’s 
Institute of Chemistry, which has 
been leading the tests, says: 
“Heantos is a triumph far tradi- 
tional medicines. It is a good 
medication and we are hopeful 


cure 


[for its use) in Vietnam - and 
elsewhere.” 

The main operational tests, 
which will begin in the US and 
Vietnam in 1998, could cost 
between $3m and $4m over three 
years, which the UNDP says 
could be raised from other bilat- 
eral dooms or possibly from the 
private sector. 

Yet there are serious doubts 
within the international scien- 
tific community. Scientists are 
privately sceptical of the claims 
but agree that any drug which 
offers some hope in curing heroin 
addiction should be investigated. 

The UNDP’s venture capital 
role and the participation of 
Johns Hopkins represents a step 
forward. Few Asian herbal-based 
treatments for drug addiction 
have been exposed to the scru- 
tiny of tiie FDA. 

The UNDP mission in Hanoi 
does not dispute the widespread 
doubts. It admits that much of 
the evidence supporting the Viet- 
namese government’s claims is 
anecdotal and that without inter- 


nationally recognised clinical 
tggHng , commercial exploitation 
of Heantos - and the global 
applause - may prove elusive. 

An internal paper from the 
World Health Organisation 
reflects these concerns. It states 
that “no controlled clinical trials 
[were] ever conducted; no control 
hnnmn studies were camlucted; 
no animal safety data is avail- 
able; and efficacy [Was] based on 
clinical experience and anecdotal 
rep o rts of individual cases.” 


Edouard Wattez. head of the 
UNDP mission in Hanoi, says 
risks must be taken in the battle 
against drugs, which in the US 
alone gives rise to indirect and 
direct costs of $7Qbn to SSQbn 
annually. *Tf the UNDP does not 
take the risk, who will?”. 

Heantos’s advocates say it is a 
detoxification treatment to end 
dependency, unlike we s te rn med- 
icines such as Methadone which 
are a drug substitute. Roy Morey, 
director of UNDP in Washington 


and a former UNDP head of mis- 
sion in Hanoi, told a congressio- 
nal testimony in June that “ini- 
tial tests bad demonstrated that 
Heantos is effective against recid- 
ivism”. He said the cost per 
patient was $70. cheap compared 
with western treatment 

Heantos’s exact ingredients 
r emain a secret known only to a 
select few led by its inventor, 
Tran Khoung Dan. 

He sold ids home and spent a 
decade travelling to Thanh Hoa 


Province in the Vietnamese 
uplands, where opium is grown 
and where he became an addict 
"to experience fully the sensa- 
tions". He says many opium 
growers are addicts and have 
developed substitutes for use dur- 
ing poor harvests. 

"In Asia we have a philosophy 
of traditional medicines." says 
Mr Dan. whose family has prac- 
tised traditional medicine for sev- 
eral generations. 

He developed Heantos Initially 
as a syrup: it is now available in 
capsule form. Heantos Is applied 
in two stages. First to help aban- 
don drug intake within a week 
and second, after a month, to pre- 
vent a resumption of drug use. 

Patients are treated at a clinic 
in Hanoi - a room with three 
beds, hilly exposed to the road 
and with little privacy - which 
opened in February. Typical is 
Nguyen Van Son. 37, an addict 
for two years, who was treated 12 
months ago and Is now recov- 
ered. He says three powerful 
forces - the clinic, his mother 
and his own determination - 
coalesced around the new drug 
and ensured his successful treat- 
ment. "My family and I were sur- 
prised. We thought it would just 
lead to a reduction in doseage [of 
heroin consumption]," says Mr 
Son. who has resumed work at 
the family’s scrap-iron business. 

“I tried other treatments but 1 
suffered side-effects. I tried Heao- 
tos a year ago and have not suf- 
fered a relapse." 


I n the bright new conference 
room at Shfloov laboratories, 
in tiie grounds of the Kli-yat 
Weizmann Science Park near Tel 
Aviv, lies a small fray of tubes, 
each containing one lml of blood 
in a mixture of natural 
substances. They may provide 
vital help in the earlier detection 
of infection by HTV, the virus 
that causes Aids. 

Although the disease has faded 
from the headlines a tittle. 

World Aids Day yesterday was a 
reminder that it is nevertheless 
spreading at a significant rate. 
Tamar Jehuda-Cohen, founder of 
Sbitoor Medical Technologies, 
believes her HIV ShiloovTnbe 
will cut down on the period of 
uncertainty between contact 
with HIV and confirmation of 
whether infection has taken 
place. 

Dr Jehnda-Cohen, an 
immunologist by training, baa 
beat frying for years to discover 
how to speed up the development 
of antibodies as they are crucial 
for the detection of viruses, 
especially the HIV virus. 


‘Time machine’ closes HIV window 

A blood test promises earlier detection of infection, writes Judy Dempsey 



Current HIV diagnostic tests 
detect antibodies in blood 
samples. But it takes weeks, 
often months, for the body to 
produce antibodies to fight off . 
tiie virus. Generally, there is a 
one-to-six month “window 
period” between exposure to HIV 
and the formation of antibodies. 
"This window period presents a 
threat to the safety of blood 
supplies,” says Dr Jehuda-Cohen. 
"It also wmmue that the 
individual cannot receive early 
treatment because the first test 
would appear as negative." 

For years. Dr Jebuda-Coben 
grappled with the problem, 
nrfng monkeys as the basis of 
her experiments. "We had 
infected monkeys with HTV but 
the testing for the virus proved 
negative. I wanted to find out 
why, after they had been 


antibodies.” 

Dr JehudfrCohen began 

nianijmlatinf tile imwinn p 

system, looking particularly at 
the white cells, crucial for 
building antibodies. "1 developed 
a method to push the creation of 
antibodies which could be 
detected even if tests bad first 
shown up as negative." She 
describes her HIV ShfloovTube 
as “a kind of time machine. It 
speeds up the natural immune 
processes days after a person has 
become infected." 

Studies conducted at tiie 
Mexican Central Reference 
Laboratory for HIV used 

diagnostic kits alongside the 
ShfloovTube: 200 blood samples 
were donated by a high-risk 
population and tested twice - 
once ndng the conventional 


diagnostic test and once using 
the same test kit after 
pre-treatment with the 
ShfloovTube. Some 20 samples 
tested positive for HIV when 


used with the test kit alone, but 
25 samples tested positive when 
used in con j unction with the 
ShfloovTube. Tests in Kenya and 
Israel nsing the ShiloovTnbe also 


identified positive cases that 
might otherwise have shown 
negative. 

The ShfloovTube pre-treats 
blood samples, acederating the 
antibody response to viral 
exposure which malms detection 
possible. "But the HTV 
ShiloovTnbe is not a diagnostic 
product itself.” Blood drawn 
from the donor is collected in the 
ShfloovTube, which is filled with 
a proprietary solution that 
stimulates the blood’s Immune 
response. The sample Is kept In 
the HIV ShfloovTube for three to 
five days at body temperature In 

mi imuhatw 

During this time, says Dr 
Mndi-Coben, the ShfloovTube’s 
proprietary solution pushes tike 
normal immune processes of tiie 
blood sample to oompletioii. 
When there has been exposure to 


HTV. antibodies begin to form - 
even if they have not begun to 
develop in the donor’s body. The 
sample is then subjected to HIV 
diagnostic testing. She says such 
tests can now detect the 
antibodies much earlier. 

Although critics say the 
ShfloovTube has been unable to 
detect antibodies from the 
moment of infection. Dr 
Jehuda-Cohen says tiie advances 
made by her la bora tory will cut 
tiie amount of HIV contaminated 
Mood donated during the 
window period. 

Her findings were published in 
October during the American 
Association of Blood Banks 
conference. The HIV 
ShfloovTube la now undo 1 
regnlatory review In Braxll, 
Israel, South Africa and the US. 
Dr Jehnda-Cohen says she 
expects clinical trials in the US 
to start early next year. 

Her main goal is to make her 
ShfloovTube "available and 
affordable to alP. She reckons 
her tubes will cost “just a few 

dollars”. 


SIEMENS 

NIXDORF 



Avoid system 
downtimes. . . 


Your DP network has become the lifeblood of your 
organization. Its performance stands and falls with 
its availability.The old adage applies here too:' 
"An ounce of prevention is worth a pound of cure." 
Potential sources of trouble have to be identified 
and avoided early on in order to prevent serious 
outages until all their consequences. But this 
necessitates highly specialized expertise and on- 
going system monitoring. Effort and expense that 
you can and should avoid. 



with our operational 
services . . . 


The better option is to putthe responsibility in 
the hands of the specialists from Siemens 
Nixdorf. Because they're experienced in auto- 
mated, preventive remote or on-site problem 
identification and resolution. They intervene 
before the network ever goes down, while 
also taking all of the other system-related tasks 
off your hands: From end-user support to 
software and data managernentto complete 
administration of your IT operations. 



for information technology 
without the thorns. 


So you can concentrate on the challenges of £ 

your market and leave the support of your £ 

systems and networks to Siemens Nixdorf 1 

IT Service. Our specialists have the cross- ! 

vendor know-how that's needed to offer you it 

custom-tailored service Tor greater efficiency. c 

To assure you information technology with- 5 

out the thorns. For more information, simply J 

fax this ad to us at +49-89-636-45579. Don't f 

forget to add your name and address) £ 


Siemens Nixdorf: User Centered Computing 














iS - . 



'■■'IS . r. • 


H- - 




W" thKTP^ir.- i . 

«*** i , ,< 

9. H* S *-%*•»• l M 

s ' -. . 

fi* «Wt ^r , ., u 

Jp*. 



P* tor Hr* m 

5l‘ W. • 

' cr 

tototemm i *+ 




etjm-’.i 

.- ' . -_v'l •• 


k- r v -! 

• '7-V. 

* 

! -r 

.■ 

toknawi *v 


r; 

- •••-■;’ ss-t 


A*. :> 


■s mpMMKfc »*•- 

**:--*: 




pms 


*«>•*** 


0*f/ 

fi.******, 

fair* 



FINANCIAL TIMES 


TUESDAY DECEMBER 2 1997 * 



ARTS 




into the 
corner 

William Packer reviews the John 
Moores Liverpool exhibition 


T his year, with its 20th 
reprise, the John 
Moores Liverpool 
Exhibition celebrates 
its 40th anniversary. 
Intended in the first instance as a 
single exercise; its success among 
artists was such that it has con- 
tinued at regular intervals ever 
since. Always generous, its prize 
purse now stands at £30.000, with 
£20,000 to the winner, which 
keeps it well up with more recent 
rivals, such as the Jerwood, t he 
Hunting and, of coarse, the 
Turner prizes. 

In 1957 it stood quite alone, 
and, winning apart, it remains 
the one open-submission exhibi- 
tion in which painters - for it is 
reserved to painters - of any seri- 
ous modernist ambition, ah want 
to show, if only once. To have a 
work selected is still a desidera- 
tum of the CV. a rite of passage, 
a feather in the cap. And on the 
very day when the winner of this 
year's Turner Prize is to be 
announced, which has not gone 
to a painter these 10 years past, it 
is perhaps reassuring to reflect 
on this proof that, in spite of all 
rumour, painting is by no means 
dead. 

What sort of painting is 
another matter. I know from long 
and direct experience of these 
things - I was on the jury for the 
13th John Moores - that any 
such open exhibition is necessar- 
ily the creature of its submission. 
One cannot choose from what is 
not sent in. And again, in reduc- 
ing up to 2000 works to an exhibi- 
tion of a mere 48, at odds, 


that is. of roughly 40: l. hard 
choices must clearly be made. 
Even so, by the look of the thing , 
it would seem that this submis- 
sion was one of remarkable con- 
sistency. 

Most of it, abstract and figura- 
tive alike, is large in scale, 
almost as though the six-foot can- 
vas were a minimum require- 
ment. The show is dominated by 
abstraction, all of it either hard- 
edged. minimalist or ratmmpntiT^ 
in some knowing way upon the 
processes of its making, and ele- 
gant and well-mannered to a 
fault 

As for what figurative work 
there is, it is taken always 
from the secondary reference, the 
photograph or. in one case, com- 
puter-generated perspective. 
There is no particular harm in 
that It is all done well enough, 
conscientious and thorough- 
going. 

B ut was there really no 
whole-hearted and 
adventurous abstrac- 
tion sent in, and no 
painting at all for 
which the artist sat before 
landscape, figure or still-life, and 
tried simply and unself-con- 
sriously to make sense not of Ait 
but of what he saw of the real 
world? Are the judges saying that 
no-one is painting the portrait 
any more, or the nude? Not one 
in 2000? Or are they just not 
doing it well enough? 

It smacks a little, not so much 
of bard choices as of policy. It is 
at least either that or a pictorial 



A witty, ironical commentary on constructivist abstraction; 'Harmony in Green* by Dan Hays, winner of the John Moores prize 


correctness on the part of the 
artists themselves, in anticipa- 
tion of the judges* preference. 

In short, has th e John Moores 
painted itself as it were, into a 
comer, so that it is now become 
less of a truly open Open Exhibi- 
tion than one that asks for work 
of a certain John Moores kind - 
rather like, mutatis mutandis, the 
Turner Prise? 

It on the other hand, the John 
Moores would still claim to be 
open, catholic and representative, 
and its jury is indeed saying to 
us: “yes, this is indeed a true 
reflection of the present state of 
British painting”, than one might 
well conclude that certain kinds 
of painting, if not actually dead, 
are withering on the bough. Not 
so reassuring after alL 


All that said, the show does 
hold a good number of interest- 
ing and indeed beautiful things. 

F or my part I would 
have given the prize 
either to the 
washed-out orange 
rectangles of flallnm 
Innes. Turner contender two 
years ago and here a minor prize- 
winner, or to the darker and 
more mysterious horizontal 
stripes of Edwina Leapman, 
which got nothing at alL Both 
are minimalist and process paint- 
ings of extreme refinement, and 
great beauty. 

To quarrel with the jury's judg- 
ment is of course part of the fun. 
though to see Gary Hume 
rewarded yet a gain as if by rule. 


far his crude and empty images 
is less funny than it was. And 
Masakatsu Rondo’s large grey 
photo-realist mountain is more 
tediously worthy than distin- 
guished. Par more intriguing and 
audacious a piece of photo-real- 
ism is Karl Maughan’s large her- 
baceous border, the kind of 
image found on the jigsaw puz- 
zles of one’s childhood, which on 
close inspection of the surface 
dissolves into an extraordinary 
expressionist Hurry of descrip- 
tion. It too went unrewarded. 

I also liked Virginia Verran’s 
black painting, pale, bright 
blobs and swirls on a dark 
ground, that stood out as the one 
really open-ended engagement 
with painting as such in the 
show. 


As for Dan Hays’s winner, 1 
can only say fair enough, for it is 
a beautifully made and intelli- 
gent exercise in sustaining a 
complex image on a large scale. 
A green hamster cage fills the 
canvas, its perspective not dis- 
torted exactly, but flattened as 
though seen through a telescope. 
The paint is flat, immaculate, 
uninflected, and in its detail 
unexpectedly undescript ive. For 
what we find between the wire 
bars is no response to what is 
there, but a witty, ironical com- 
mentary on constructivist 
abstraction, from Vantongerloo 
to Bridget Riley. Not bad at all. 


The John Moores Liverpool Exhi- 
bition 20: Walker Art Gallery, 
Liverpool, until February 15. 
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Happy Beckett from Brook 
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_ Atuair Motr 

Taking on the role of Winnie: Natasha Parry in Peter Brooks* 
production of Beckett’s ‘Oh les beaux jours’ 


T he sight of a woman up 
to her neck in earth is 
becoming surprisingly 
familiar , in the last five 
years, I have seen four stage pro- 
ductions of Beckett's Happy Days 
- in which, you may recall, the 
protagonist, Winnie, is up to her 
waist in a mound of dry earth in 
Act One, up to her neck in it in 
Act Two. Indeed, over this last 
weekend, I saw not only Peter 
Brook’s staging of Oh les beaux 
jours, the francophone original 
version from which Beckett then 
translated Happy Days, but also 
the TV film of Billie Whitelaw in 
the 1979 Royal Court production 
of the play (in English). It 
remains an Intoxicating play. 
Beckett expresses his bleak 
vision of a life with such wit that 
one rejoices in it and with such 
economy that new meanings and 
connections keep emerging In 
each new production. 

Peter Brook’s last several pro- 
ductions — from Carmen through 
to The Man Who .. . - have been 
the Emperor’s New Clothes, in 
which he has boiled down his 
raw material into thin, tepidly 
performed, reductions (inflated 
with various pretensions). But, in 
Oh les beaux jours, he becomes 
an artist again. (Tbe production 


was new last year in Paris: its 
season at the Riverside Studios, 
as part of the French Theatre 
Season, Is a co-production with 
the National Theatre.) By subor- 
dinating himself and his actors to 
the precision of Beckett’s play. 
Brook gives us complex human- 
ity and a complex work of art. 
Natasha Parry is his Winnie: 
seamlessly, she catches the frag- 
ments of learning, affectation, 
coquetry, gentility, hope, mem- 
ory, and despair that cling to her 
mind as her broken stream of 
consciousness rattles em- 
it is often said that Beckett's 
French texts lack the wit of his 
Irish /English versions (and the 
truth of this is shown by Christo- 
pher Ricks in his recent book 
Beckett’s Last Words). Nonethe- 
less, CM les beaux jours has mar- 
vellous humour; it too refutes the 
still widespread notion that Beck- 
ett expressed only gloom. There 
were quite a few giggles an press 
night, and rightly so. “Quel est ce 
vers lnoubHable?” (“What is that 
unforgettable line?”) Winnie 
asks, but she has started to for- 
get it. Willie seldom speaks or 
moves or is even visible, but she 
keeps up conversation to him all 
the same: you have to laugh at a 
woman who. up to her neck in 


earth, says “Je trouve ton atti- 
tude un peu etrange, Willie" to a 
man who throughout Act Two 
has been unseen and silent and 
who may by now have expired. 

Even so. Brook’s account of Oh 
les beaux jours is not a major 
revelation to those of us who 
have seen excellent productions 
of this play before: in recent 
experience. Karel Reisz’s staging 
for Dublin's Gate Theatre (seen 
at the Almeida last year) with 
Rosaleen linehan as Winnie was 
yet more alert to interior mean- 
ings and to overall lyricism. 

B eckett has been a major 
theme throughout the 
recent Belfast Festival, 
where the Royal Shake- 
speare Company's production of 
Beckett Shorts has been admired 
and where several lectures have 
added new fodder to Beckett 
studies. At the tail end of the 
festival. I was able to catch the 
four Beckett film showings at the 
Queen's Film Theatre. To us who 
have discovered Beckett since his 
death, it is intensely interesting 
to watch performances that were 
recorded with his help and sur- 
veillance. Again and again, one 
hears the rhythm and music for 
which Beckett called out above 


all other values in his work. Bil- 
lie Whitelaw’s account of Happy 
Days is more musical than any I 
have ever seen in the theatre, 
and from the first word it brings 
new insights. C Another glorious 
day.” she begins; the word 
“another" has such a marked a 
vocal fall that it at once catches a 
quality of wry resignation.) 

That is not to say. for all Whi- 
telaw’s fame in Beckett’s work, 
that her interpretation surpasses 
all others: it becomes at several 
points the least spontaneous I 
have seen, following rather than 
embodying the music on which 
Beckett so laboured. Hie great 
Beckett revelations of this mini- 
film-festival lay elsewhere: in the 
silent Film (with Buster Keaton) 
and. above all. in Eh Joe in which 
the camera closes up on old Joe’s 
aged face (Tom Hickey’s) as a 
female voice (Siobhan Macken- 
na's) keeps bringing up the past 
and its resonances in his head. 
At the end. we listen to her voice, 
ami watch nothing but one of 
Joe's eyes, wrinkled, drooping, 
blinking, filling the screen; and 
we watch one tear after another 
form and fall. 

Riverside Studios, London TVS. 
To December 6 (0181-741 2255). 


13 


Obituary 

Stephane 

Grappelli 

Y ou can count the number 
of top-class jazz violin- 
ists on fewer than the 
fingers of both hands 
(although there have been some 
mighty fiddlers In the western 
swing tradition with links to 
jazz). By far the best known was 
Stephane Grappelli, wbo died 
yesterday in Paris aged 89. 

It was not so much that Grap- 
pelli was the best of them, 
although his technique was 
indeed formidable. Another 
white violinist, the ltalo- Ameri- 
can Joe Vcnuii, exercised much 
more influence on his contempo- 
raries, including Grappelli. And 
then, of course, there was Stuff 
Smith, the black American 
player who was the daddy of 
them all in jazz terms. 

But Grappelli outlived every- 
one. In the process, be turned 
the violin into a genuine jazz 
Instrument accepted even by die- 
hard jazz puritans to whom the 
merest mention of strings had 
been anathema. 

The violin is a difficult instru- 
ment to play, and doubly diffi- 
cult to play well. But Grappelli 
managed it superbly and 
achieved consistently the sort uf 
bard-driving swing foreign to all 
bnt a few classically-trained 
musicians. 

Much of this can be attributed 
to Django Reinhardt, the legend- 
ary* Belgian acoustic guitarist 
with whom Grappelli formed the 
Quintet of the Hot Club of 
France in 1934. Over the next 
five years. Reinhardt’s bril- 
liantly imaginative solos and 
rhythmic intensity set the jazz 
world buzzing, especially In tbr 
US where be quickly became 
regarded as the first European 
jazzman of major stature. 

But it become clear In hind- 
sight that Grappelli - a compe- 
tent pianist and composer/ar- 
ranger. too - was just as 
important a member of the 
group. Indeed, he went from 
strength to strength as a solo 
artist after the second world 
war, as Reinhardt's star waned 
during his less than happy flirta- 
tion with the electric guitar. 

Grappelli left Paris ahead of 
the Nazis and went to London, 
where he made many recordings 
and was a regular with such 
wartime groups as Hatcbette’s 
Swingtette. And although he and 
Reinhardt did work together 
afterwards, the old magic was 
not quite so potent 
The post-war Grappelli toured 
the world extensively. He had a 
long-time and fruitful musical 
association with the distin- 
guished British pianist. Alan 
Clare, and he was credited with 
being a formative influence on 
young violinist Nigel Kennedy as 
well as French jazz virtuoso 
Jean-Luc Ponty. He also recre- 
ated the Hot Club style with 
great success In a sophisticated 
small group where another Brit- 
ish musician, guitarist Dlz Dis- 
le y, filled the Reinhardt role 
with skill and warmth. 

At one stage, Grappelli formed 
a duo with classical violinist 
Yehudi Menuhin which caught 
the imagination of record-buy- 
ers. He even got round to record- 
ing with his old IdoL Vemtti; the 
outcome proved they were 
indeed two of a very special 
kind. 

Grappelli never lost his love or 
classical music. Indeed, he once 
collaborated with the US jazz 
violinist, Eddie South, in wbat 
was rated a memorable perfor- 
mance of Bach's Double Concerto 
in D-minor. It was a fair measure 
of the versatility of one or the 
more remarkable musicians jazz 
has produced. 

Sinclair Robieson 


International. 



Guide 



■ AMSTERDAM 

EXHIBITIONS 

Rijksmuseum 

Tel: 31-20-673 2121 
On Country Roads and Fields: 
tracing the development of Dutch 
landscape painting through the 
18th and 19th centuries, this 
exhibition starts with the 
idealised visions of De 
Moucheron and Van Huysumm, . 
includes examples of The Hague 
School post-1860, and 
concludes with 

tum-of-tbe-century works by Van 
Gogh and Mondrian; to Mar 3 

StedeCjk Museum 
Tel: 31-20-5732011 
www.stedefi}k-nl 
Malevich: Works on Paper from 
the-Khardzhtev Collection 
Exhibited for the First Time. 79 
drawings in pencil, chalk, 
gouache, ink and watercolours, 
spanning almost the whole of the 
Russian avant-garde artist's 
career. Until Khardzhtev’s death 
in 1996 his collection was not 
made available for public display; 


to Jan 25:.:. 

OPERA 

Netherlands Opera, Hot 
Muztektheater 

Tel: 31-20*551 8911 
. Dialogues des CarmSBtes: by - 
Poulenc. New production 
conducted lay Yves Abel in a 
staging by Robert Carsen. Cast 
Includes Joan Rodgers and Sheri 
Greenawald; Dec 4, 7 

■ BARCELONA 

EXHIBITIONS 
FundackS *Ta Caixa" 

Tel: 34-3-207 7475 

Madrid -Barcelona, 1930-1936: 
brrings together a group of 
around 100 avant-garde works 
from the period of the Second • 
Republic, before the Civil War. 
Includes paintings and sculptures 
by Picasso, Miro and Dali, along 
with photographs, posters and 
films; to Dec 21 

■ BERLIN 

OPERA 

Deutsche Oper 

Tel: 49-30-34384-01 
Die Zauberfldte: by Mozart 
Staged by GOntar Kramer, with 
sets and costumes by Andreas 
Reinhardt Dec 7 

■ BOLOGNA 

OPERA 

Teatro Comunale 

Tel: 39-51-529 999 

www.nettuno.it/bo/ 

teatrocomunab 

Turandot by Puccini. Revival 

conducted by Daniefe Gatti in a 


staging by Hugo de Ana; Dec 2, 
4. 6.7 

■ CHICAGO 

OPERA 

Lyric Opera of Chicago 

Teh 1-312-332 2244 
www.lyricopera.org 
Amistact world premiere of 
Anthony Davis's new work about 
the 19th century anti-slavery 
campaign. Dennis Russell Davies 
conducts a production by 
George C. Wootfe; Dec 2, 5 

■ EDINBURGH 

EXHIBITIONS 

Scottish National Gallery of 
Modern Art 

Tet 44-131-624 6200 
Correspondences: transferring 
from the Martm-Gropius-Bau, 
Berlin, a selection of works by 
six young Scottish and six young 
German artists. Organised as an 
exchange, the display includes 
panting, sculpture, video and 
light projections; to Feb 1 

■ FRANKFURT 

EXHIBITIONS 
Schfrn Kunsthalle 
Tel: 49-69-299 8820 
Holy Russia: icons and toe Rise 
of Moscow 1400-1600. 50 rarely 
exhibited icons lent by Russian 
museums are toe centrepiece of 
this exhibition, which also 
includes 16 manuscripts. The 
period was a crucial one, which 
marked the rise of Moscow as a 
principality ruled by powerful 
Tsars, its architecture and art 
reflect this shift and Illustrate a 


remarkable synthesis of 
Renaissance ideas with 
traditional Byzantine forms. To 
Mar 1, after which toe exhibition 
will travel to London 

■ LONDON 

CONCERTS 
B a rbic an Hall 
Tet 44-171-638 3891 
Sarah Chang: recital by the 
violinist of a programme 
including works by Strauss and 
Brahms. With pianist Charles 
Abramovic; Dec 7 

EXHIBITIONS 
National Portrait Gallery 

Tet 44-171-3060055 
Hyenas in Petticoats: Mary 
WoHstonecraft & Mary Shelley. 
Celebration of the joint 
bicentenary of the two women 
writers, the birth of toe latter 
having caused her mother's 
death. Through portraiture, 
drawings and manuscripts the 
display examines their lives, 
times and writings; to Feb 15 

OPERA 

English National Opera, 
London Cofiseum 

Tet 44-171-632 8300 
9 Falstaff: by Verdi. This 
co-production with Opera North, 
first seen In Leeds, is conducted 
by Dohndnyi and directed by 
Matthew Warchus. Cast includes 
Alan Opie in the title role; 

Dec 3 

• The Magic Bute: by Mozart 
Nicholas Hytneris English 
National Opera production, 
revived by David Riteh and 
conducted by Christopher 


Moulds; Dec 4, 6 

Shaftesbury Theatre 
Tel: 44-171-379 5399 
The Royal Opera: li barbiere di 
ShrigGa, by Rossini. New 
production staged by Nigel 
Lowery; Dec 2, 3, 4, 5, 6 

THEATRE 
Riverside Stxxfios 
Tel: 44-181-741 2255 
Oh Les Beaux Jours: by Samuel 
Beckett (1961). Peter Brook 
directs Beckett's French 
language version of Happy Days: 
Dec 2. 3, 4, 5. 6 

■ LOS ANGELES 

OPERA 

I- A Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
wmv.jaopera.org 
Countess Maritza: by K&Iman. 
Premiered in Santa Fe this 
summer, this lively production by 
Linda Brovsky stars Ashley 
Putnam and is conducted by 
John Crosby; Dec 2. 5. 7 

■ MADRID 

DANCE 

Teatro Reel 

Tet 34-1-516 0600 

The Royal Ballet The Steeping 

Beauty, choreographed by Petipa 

to music by Tchaikovsky, in a 

staging by Anthony Dowell; 

Dec 2, 3 

■ NEW YORK 

DANCE 

New York City Ballet, New 


York State Theater 
Tel: 1-212-870 5570 
George Balanchine's The 
Nutcracker; Dec 2. 3, 4. 5, 6, 7 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metopera.org 

• La Clemenza di THo: by 
Mozart Conducted by James 
Levine in a staging by 
Jean-Pi erre Ponnelle. Cast 
includes Anne Sofie von Otter 
and Anthony Roife Johnson; Dec 
3. 6 

• The Rake’s Progress: by 
Stravinsky. New production by 
Jonathan Miner, conducted by 
James Levine. Cast includes 
Dawn Upshaw and Samuel 
Ramey; Dec 4. 6 

■ PARIS 

CONCERTS 
Sane PJeyei 
Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Wolfgang Sawalllsch in works 
by Beethoven. With soprano Eva 
Mei, tenor David KQbler, bass 
Jan-Hendrik Rootering and Choir 
led by Arthur Oldham; 

Dec 3, 4, 6 

OPERA 

Opera National de Paris, Opdra 
Bastille 

Tel: 33-1-4473 1300 
Der Rosenkavalien by Strauss. 
New production conducted by 
Edo de Waart in a staging by 
Herbert Wernicke. Cast includes 
Ren6e Fleming. Susan Graham 
and Barbara Bonney; 


Dec 3. 6 

Op4ra National de Paris, Palais 
Gamier 

Tel: 33-1-43439696 
The Merry Widow: by Franz 
Lehar. Annin Jordan conducts a 
new production directed by 
Jorge Lavelli, with sets by 
Antonio Lagarto; Dec 3, 6 

■ TOKYO 

CONCERTS 
Suntory HaU 

Tet 81-3-3289 9999 
Chamber Orchestra of Europe: 
conducted by Emmanuel Krivine 
in works by Prokofiev, Beethoven 
and Mendelssohn; Dec 2 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC Europe 

10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

9 CNBC 

0&30: Squawk Box 
10.00: European Money Wheel 
18 . 00 : Financial Times Business 
Tonight 
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Rescuing the 
rouble 


Today the IMP starts meetings 

with Russian officials in 

Moscow. Rumours abound *w*+ 
Russia win use the occasion to 
ask for an extra emergency loan 
to help it defend the rouble, 
which is still under speculative 
pressure. The IMF is not yet in 
a position to provide sue* help; 
neither, at the moment, are 
national governments. It is up 
to Mr Yeltsin's government to 
take radical measures to secure 
speedy IMF approval of its 
reform programme, and avoid 
what could become both an eco- 
nomic and political crisis. 

A sudden devaluation of the 
rouble would be a riicagtor for 
the Russian economy. High for- 
eign exposures would leave sev- 


ment Hie risks to glo bal politi- 
cal stability are evident. 

In asking far an extra Iran 
from the IMP, though, Russia 
may be asking the impossible. It 
has failed to fulfil the condi- 
tions of its IMF programme. In 
particular, its record of fiscal 
reform has been diwnai 

The IMF cannot ignore thig 
and act as an unconditional 
lender of last resort. To do so 
would be to create a precedent 


era] banks in severe diffic ulties 
Also, the loss of confidence 
which would follow a devalua- 
tion might lead to a rush out of 
the domestic currency, quickly 
escalating the problem. 

But what makes this of inter- 
national significance is that 
such serious economic disrup- 
tion could have dangerous polit- 
ical consequences. Economic 
reform in Russia already has 
strong opponents. Both the 
Communist faction in the Duma 
and, at the opposite extreme, 
the tycoons who dominate the 
Russian business world are 
opposed to further liberalisa- 
tions. for their own very differ- 
ent reasons. A sharp drop in the 
rouble would do serious damage 
to the credibility of the reform- 
ers. And It could even precipi- 
tate the downfall of the govem- 


which would be impossible to 
follow. If it gave in to Russia, it 
would be inun dated with 
requests, for help from other 
countries under the same pres- 
sures. So the IMF is unlikely 
even to approve the release of 
the latest tranche of its loan to 
Russia this year, let alone pro- 
vide extra f unds. 

Russia's alternative is to seek 
help from other governments. 
But for governments to provide 
assistance without IMF 
approval of Russia's perfor 
mance could seriously damage 
the IMF’s credibility. 

If the IMF gives Russia a 
fresh stamp of approval, then 
national governments ran and 
should step in with bilateral 
offers of liquidity assistance. 
But until thic happens, the rest 
of the world can do very little, 
despite the importance of the 
problem. Mr Yeltsin and his 
team must quickly introduce 
the fiscal reforms needed to 
gain the IMF’s approval. Such 
reform has always been in then- 
country’s interest - but now 
Russia’s stability depends an it. 


Nazi gold 


Information on the gold looted 
by the Nazis from individuals as 
well as countries Is now begin- 
ning to pour out from many 
sources. But this does not make 
prescriptions about atonement 
and compensation any easier. 

Yesterday Swiss historians 
published a report underlining 
their country’s central role in 
gold dealings with the Third 
Reich, and revising upwards the 
part played by their banks. This 
will provide grist for the 40- 
nation conference oa Nazi gold 
that opens in London today. It 
will also feature prominently at 
next week's New. York. hearing, 
in which Swiss bankers will 
have to show openness about 
Holocaust victims’ accounts or 
risk losing US business. 

With inquiries launched in 
many countries, the interna- 
tional search is now an in ear- 
nest for the truth about Nazi 
gold, and this may soon extend 
to other assets looted by the 
Nazis from their victims, like 
art and the proceeds from insur- 
ance policies. 

One relatively easy issue con- 
fronts the London, conference - 
the fate of the remaining 5.5 
tonnes of gold held by the Tri- 
partite Gold Commission (TGC). 
Over the years, this commis- 
sion. composed of the US, 
Britain and France has returned 
a much larger amount of the 
metal to some 15 countries - 
Nazi allies as well as enemies - 
whose central bank coffers were 


known to have been emptied by 
Germany. Recent research has, 
however, made it increasingly 
clear that not all of this TGC 
gold was “monetary”, and that 
some of it was “non -monetary” 
coming from individual Nazi 
victims. The TGC is therefore 
rightly, proposing the 15 recipi- 
ents should waive their claim to 
the 55 tonnes which should be 
paid into a new compensation 
fond for individuals. Ibis fond 
ought also to attract donations 
firm others*- wartime neutrals 
even members of the TGC. 

Switzerland remains a special 
case. Involved in 76 per cent of 
Nazi Germany's foreign gold 
transactions, the Swiss have 
more to account for than any- 
one else They have begun to do 
so. In addition to the historians, 
who are to continue their work, 
Swiss bankers have set up a 
panel, chaired by Paul Volcker, 
the former chairman of the US 
Federal Reserve, to publish lists 
of dormant accounts. They have 
established a special holocaust 
fond for east European jews, so 
far uncompensated. And the 
Swiss government has also 
suggested a more general fond 
for genocide victims. 

If and when Switzerland car- 
ries out these plans. It can prob- 
ably .argue it has atoned 
enough. Full disclosure cannot 
be rushed, but it would be 
appropriate if one of the foulest 
chapters of this century could 
be closed by the millennium. 


Parallel crises 


It may be coincidence that India 
and Pakistan face simultaneous 
domestic crises, but they have 
chosen an exceptionally bad 
time. Both countries are vulner- 
able to contagion from the eco- 
nomic difficulties engulfing 
their eastern neighbours. 

Pakistan has only recently 
completed difficult loan negotia- 
tions with the International 
Monetary Fund, while India's 
rupee has Mien amid worries 
about sluggish economic growth 
well as waning hopes of sta- 
ble government Instead of fac- 
ing up to these Issues, politi- 
cians have engineered arises out 
‘ opportunism. 

Nawaz Sharif, Pakistan’s 
prime minister, shortly after 
entering office this spring, had 
removed the president's power 
„ dissolve his. government. 
Now he is locked In a struggle 
with the judiciary, the one body 
apart from the military that can 
___ as a constraint on his power. 
India’s Congress party has 
seized on an official report into 
assassination of R«uiv 
Gandhi as an excuse to with- 
draw support from the minority 
coalition in New Delhi 
Though Pakistan's judges yes- 
terday appeared divided as to 
how to deal with Mr Sharif, the 
country seems to be edging 
towards takeover by a hitherto 
reluctant military. Benazir 
Bhutto, the opposition leader 
whose government was ousted 
November amid charges of 


last 


corruption and incompetence, 
remhins discredited. In devoting 
his; energy to constitutional 
manoeuvres to enhance his 
power, Mr Sharif has shown he 
is not much better. 

But there is a difference 
between the two countries. A 
military government in Pakis- 
tan is no solution to the coun- 
try’s problems, but it might lead 
to tbe installation of technocrat 
minis ters focused on reviving 
the economy. In India the 
short-term economic outlook is 
uncertain. As of now, there 
seems little chance of President 
K.R. Narayanan managing to 
mediate the formation of a via- 
ble new -coalition. So elections 
look likely. 

That means several months of 
caretaker government with no 
further progress on economic 
reform or cm reducing India’s 
excessive budget deficit This is 
■the second move by Congress 
against a coalition that though 
frail, has liberalised oil prices 
and sought more friendly rela- 
tions with India’s neighbours. 

In power for much of India's 
independence. Congress appears 
to feel an inalienable right to 
govern. But Indian politics is 
^bung in g- . Regional influences 
are growing and there Is less 
room for a dominant national 
party. It may take another gen- 
eral election for Congress to 
understand this. India risks pay- 
ing a large price in policy paral- 
ysis along the way. 
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COMMENT & ANALYSIS 


Scare stories in Washington 


Patti Waldmeir says nervousness about globalisation does not 
mean the US is about to retreat into isolationism 


G lobalphobla. From 
the land of linguistic 
invention comes a 
new American word 
to capture the domi- 
nant economic malaise of our 
time - fear of globalisation. 

The word trips off the tongue, 

all glihnpqg an ri mpln rir ama, but 

the phenomenon it describes is a 
powerful one. Globalphobia is 
proving a potent force in US poli- 
tics and foreign policy. 

The administration has tried to 
ignore it. confident that bom- 
barding the public with good eco- 
nomic figures - the best growth, 
inflation and unemployment for a 
generation - would cure It. But 
global phobia is holding its own 
against the statistical barrage, 
and even gathering strength. 

The biggest victory so Car far 
anti-global sentiment ram a last 
month, when Congress denied 
the request of Bill Clinton, the 
US president, for new “fast 
track” trade negotiating author- 
ity, dealing a blow to the admin- 
istration’s efforts to build a new 
internationalist consensus in 
America. And every day brings 
new despatches from Asia - 
threatening higher Asian 
exports, and a larger US trade 
deficit - to feed the phobia. 

With US growth, unemploy- 
ment and inflation in almost 
impossibly good alignment, this 
might seem an odd time for pho- 
bias. In fact, even economic tri- 
umphalism hag not hixm enough 
to quench deeper insecurities. 
Globalphobia has tapped an 
enduring popular resentment 
about America's position in the 
world. 

“There is a perception that the 
global system is unfair . . . and it 
goes well beyond trade,” says 
Steve KulL head of the Univer- 
sity of Maryland’s Program an 
International Policy Attitudes, 
which has extensively polled pub- 
lic attitudes toward foreign pol- 
icy. The theme ‘we’re doing 
more than our fair share' comes 
up repeatedly.” 

“Americans see the US as a 
hegemon, holding up the 
world ... while others get a free 
ride,” he says. They nurse the 
constant fear that European 
nations will s hirk the cost of 
Nato enlargement; complain that 
the US is left almost »1tmp to 
fi gh t the twin menaces of Iran 
and Iraq; and insist that thw US 
will not participate in reducing 
greenhouse gas pmtegtrm a unless 
developing nations (which do 
much less damage) also shoulder 
the burden. 

America has been nursing such 
grievances for decades, says Mr 
KulL But the end of the cold war 
and the advent of globalisation 
have created fertile ground for 
new resentments. On the trade 
front, Americans complain of 
unfair competition from coun- 
tries that keep costs down by 
exploiting cheap labour and 
ignoring environmental stan- 
dards. On that issue, they end up 
looking like protectionists. 

On the broader foreign policy 
front - where Congress has 
recently dealt the administration 
two important blows by denying 
funding to pay US debts to the 
United Nations and to provide 
more money for the International 
Monetary Fund - the fight for 
perceived fairness makes 
Americans look Isolationist This 
leaves US allies, along with many 
in the foreign policy establish- 
ment. fretting at a rise in two 
evil “isms" - protectionism and 





isolationism - in a dangerous 
new conjuncture. 

Richard Haass, foreign policy 
analyst at the Brookings Institu- 
tion in Washington, says fears of 
a new wave of either “ism” are 
overdone. He believes the fight 
over fast track was not so much 
won by its opponents, as lost by 
those who failed to make a posi- 
tive case for it 

“The potential losers from glo- 
balisation, while relatively mod- 
est in number, feel their emo- 
tions intensely while the 
potential gainers, though larger 
in number, are often not even 
aware of the source of their good 
fortune,” he says. Susan Aaron - 
son, a trade historian, concurs. 
“The only people who are con- 
cerned about trade are those who 
have been hurt, either by losing 
their Jobs or by tainted strawber- 
ries,” she says, referring to a 
spate of recent health scares over 
imparted food. 

The defeat may have had as 
much to do with politics as any- 
thing else. One administration 
official argues that the presi- 
dent’s fellow Democrats, who en- 
sured defeat by failing to support 
him, wanted to deliver “a per- 
sonal rebuke" for reasons having 
nothing to do with Cast track. The 
president had ignored them by 


pushing through welfare re f ra in 
and a balanced budget deal 
largely against their wishes. In so 
doing, he sacrificed their alle- 
giance. 

Many Democrats had little 
choice but to oppose fast track in 
any case. At a time when the 
campaign fundraising scandal 
has choked off the How of large 
donations to a Democratic party 
in serious financial difficulties, 
Congressmen facing re-election 
next year had to vote with their 
pocketbooks. And Democratic 
pocketbooks are being filled at 
the moment largely from one 
source, the labour unions, which 
muscularly opposed fast track. 

All of that does not add up to a 
groundswell of public support for 
protectionism. Indeed, it would 
be more correct to say there was 
scarcely a ripple of sentiment 
either way. The issue “never 
made it on the Oprah scale”, says 
Ms Aaronson. who uses the popu- 
lar talk show hostess as a barom- 
eter of public interest. And even 
in manufacturing heartland 
states like Ohio, heavily union- 
ised and with the most to lose 
from fast track, the issue was 
largely ignored. “There are not 
half of one per cent of people in 
Ohio wbo know what fast track 
is." says Professor AJ Tuchfarber, 


an Ohio pollster. 

Still, those who do know what 
it is are highly motivated to fight 
it And in a political system 
where minorities hold sway, spe- 
cial interests like the unions are 
disproportionately powerful. 
They are already gearing up to 
exploit globalphobia in the next 
election. 

The success of that tactic will 
depend largely on the psychologi- 
cal state of America as it faces 
the challenges of globalisation. 
But the state of the American 
mind on this issue is difficult to 
predict both because polls show 
considerable confusion, and 
because the Asian crisis could 
have a significant impact 

Congressman Dick Gephardt 
leader of House Democrats and 
the most powerful political oppo- 
nent of fast track, articulates the 
resentment at the heart of global- 
phobia. “We must not negotiate 
away our jobs and our living 
standards based on outdated the- 
ories about trade and interna- 
tional economics . . . Many 
Americans see themselves as vic- 
tims of trade agreements.” 

Even the victim syndrome is 
not clearcut. For while polls 
show that Americans overwhelm- 
ingly blame job losses on trade 
agreements, when asked whether 
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Seilliere's 

market 


■ When Jean Gandois quit as 
bead of the Patronat in October, 
the French employers’ federation 
.was widely expected to go for a 
more eonfrraxtatianal figurehead. 
Gandois stumped out after bis 
. tabbying failed to divert the \ 
government from its 3$4}bur * * 

> week legislation, ruefully . 
remarking as he departed that 
he had been “more of a v 

negotiator than a kfller”. 

But the suave E^nest-Antoine 
- Sefflftre.hisIJisly successor' :• 

! appears cast in asbnilar mquld. 
SeUIi&re, whose SO* birthday , . .. 
comes four days after his. .. . ; 
expected election on UecenB>er 

• 18, is best known as chairman of 
CompagPte Gdnfaate dThdustne 
et des participations* tteEretach . 

fndnsirifll Vmldtng /yimpany It 

was (XJIP*s totarvantfoa last ■ 
yem in the Valeo saga which •. 
ensured that -the re sp ec ted car . ■ 
parts maker remained firmly, in • 
French hands. . 

• . He was a contemporary of 
Lionel Jospin, France’s Socialist : 
prime minister, at the elite Ecole 
Nationals d'Administratian in 
file mid-1960s, and they later ■ 
worked together at the Qrai : 
d’Orsay. the French foreign 
office, where they are said to 

have shared a phone. 

However, Seiflafreis as 
capable as tVm nprt tnam of 


taTktog a tOUgh 111 
Besanpan the other day, he even 
resorted to a martial arts 
metaphor, saying that 
rfrniha ttjng a stron g pr ime 
minister was like trying to 
t h row a tugger opponent at Judo. 
SeflB&re may heed a black beh. 


meet with suspicion. One 
minister in Kinshasa dismissed 
the Bechtel plan as “a joke”; 
another claimed it was the sort 
of tiling anyone could dash off 
after a couple of hours in a 
college library. Back to the 
drawing board, BecbteL 


acid to eradicate those stubborn 
stains that have become 
Ingrained over the years. So 
there’s more than one reason for 
watching your step along the 
Karachi waterfront 


Big number 


Blueprint blues 

■ "When Congo’s new 
go v er nm ent meets donor nations 
in Brussels this week to discuss 
rebuilding itsorxunbling 
mat ure, some US 

executives will be struggling to - 
swallow their disappointment 

Anxious for a share of the ' 
action. Am e rican construction 
, ocanpany Bechtel offered 
Presadentl^urentKabila’s . 
cabinet a free 55m assessment of 
the country's reconstruction 
needs. The result is a glossy 
brochure that talks impressively 
of “dusters” of interlinking ■ 
private and public development, 
though it's short on detalL . , 

But in its aggressive sales 
pitch , Bechtel misjudged its . 
audience. Kabila and many of 
his aides are acolytes of Patrice 
Lumumba, the post- 
independence socialist prime . 
minister who flirted wifh the 
Soviet Uidcm. feu foul o£ the C3A 

So thn idea of entrusting the 
nation’s future to a US company 
with a habit of recruiting top 
government aides was hnimd to 


Paan handle 


■ You have been warned. Spit a 
poors - betel-leaf - around 
Karachi harbour and you might 
raid up in jail. Taking on the 
centuries-old habit of chewing 
and spitting out paan isn’t 
designed to win the Pakistani 
authorities many frianda at 
home: it’s all in aid of cleaning 
up the fish processing industry 
ahead of this week's visit by 
European Union inspectors. 

R won't be easy to scrub up 
the fisheries to make sure the 
SO mntfrmpg spending $S0m a 
year on Pakistani fish. For one 
thing, most of Urn 4,000 boats 
working . out erf - Karachi don't 
have freezers - at any rate, ones 
that comply with EU standards 
- let alone useful extras like 
navigational equipment. 

stm, the industry is planning 
to put oh its shiniest face: 
exporters have told staff to make 
sure that working clothes are 
spotless, that nails are scrubbed 

anri hair is h nishwt anri tied 

bads. Worryingly, the round-the 
clock effort to dean up the 
flshfng harbour includes nirfng 


■ As though life isn’t tough 
enough in New York, 
image-obsessed Manhattanites 
face a new headache. The city 
that never sleeps is running out 
of 212 area code telephone 
numbers - a set of “top dog” 
digits some believe sets them 
above everyone else. 

Anyone who doubts the 
extraordinary cachet attaching 
to the prefix would do well to 
remember that fashion designer 
Caroline Herrera recently 
introduced a perfume called 212 
— fra 1 the woman who “embodies 
the spirit of the 212 area code”. 

From next April, new 
Manhattan subscribers will get a 
646 prefix, leaving the 2l2s to 
sneer at the hapless 646 
arrivistes. No-one seems 
particularly pleased by the 
prospect. The 212s worry that 
moving house would take them 
into 646 territory; others fear 
paying a fat premium for 
premises with a 212 number. 

And everyone win have to use a 
1-212 or 1-646 prefix to call the 
seven-digit local numbers that’s 
57 per cent more local dialling . ' 
time. Could be a sticky summer. 


the US economy - and even US 
workers - would be better or 
worse off if America cut trade 
with other countries, the major- 
ity clearly favours foreign trade. 
And even when asked to rate the 
North American Free Trade 
Agreement iNaftai. which has in 
the past been overwhelmingly 
unpopular, several recent polls 
show ambivalence, or even a nar- 
row margin of support. 

When asked to rate the US 
economy in general, the confu- 
sion is more obvious still, hills 
show high support for Mr Clin- 
ton’s handling of the economy, 
but also individual insecurity 
about jobs and the future. At the 
very least. America is caught in a 
perceptions gap, between the i*i> 
nomlc triumphal ism of policy- 
makers, and foreboding among 
the populace. In short, economic 
success has had provoked two 
contradictory reactions, both of 
which risk turning the US 
inwards. Those who have bene- 
fited from growth tend think 
they do not nets! tlie rest uf the 
world; those who have not fear 
globalisation will make take 
away their jobs. 

And beyond the victim syn- 
drome lies the moral dimension 
of trade. Historically. Americans 
have always viewed foreign pol- 
icy through a moral pnsm. Tin' 
end of the cold war made that 
difficult, but fast track is offering 
new moral possibilities. 

So opponents of fast track 
coucbed their arguments in 
heavily moral terms: as u battle 
against exploitation of foreign 
workers and the environment by 
foreign governments. Some 
merely used this os a facade to 
pursue a protectionist agenda. 
But others genuinely believed in 
it Morality will remain a power- 
ful force in the argument - espe- 
cially when it dovetails with 
self-interest 

All of this mokes the debate on 
free trade and globalisation - 
arguably the most important for- 
eign policy debate of the end-of- 
century - a hard sell for Mr Clin- 
ton. It is a tough sell anywhere in 
the world, says David Hale, 
global chief economist at Zurich- 
Kemper Investments in Chicago: 
"There is a big big gap between 
the policy elites and the masses 
on this issue . . . and the elites 
have not done very well at 
explaining its advantages.” 

As a result. Mr Clinton had to 
endure a protest vote against glo- 
balisation, followed by two 
humiliating defeats on paying 
debts to the UN (just when the 
US needed UN backing against 
Iraq) and on providing new fund- 
ing for the IMF (at a time when it 
is asking the Fund to take a lead 
role in the Asian crisis). 

The next few weeks and 
months will bring even tougher 
tests of Mr Clinton's global 
agenda. Will the Asian crisis 
exacerbate American globalpho- 
bia, or instead concentrate minds 
on the need for US global engage- 
ment? Will popular resentment 
over the burdens of power force a 
turning inward on issues such as 
Nato enlargement and the with- 
drawal of US troops from Bosnia? 
Or will the US simply drive a 
harder bargain with its allies 
when these two issues come to a 
climax next spring? 

Even then, the larger question 
will remain: can Mr Clinton win 
the fight against globalphobia? It 
is a battle he has yet to join - but 
one which could, as much as any- 
thing else, define his presidency. 


mm 


100 years ago 


Stale Eggs For Sale 
We have bad many curious 
novelties of late in the way of 
company promotion, but now 
company prospectuses are 
being wanned and served up 
a second time. One prospectus 
that comes up as an old friend 
is that of the Gas and 
Lighting Corporation 
(Mauritius) Ltd, which is 
being sent round as on 
advance document for private 
circulation only. The share 
capital is £100,000, and there 
is a Debenture capital of 
£30,000 - a capitalisation that 
strikes one as fairly liberal for 
the purpose of lighting the 
town of Port Louis. 


50 years ago 


French Strikes Worsen 
Paris, 1st Dec. Troops took up 
guard over Paris broadcasting 
stations to-day, the few 
postmen working were each 
escorted by four or five 
gendarmes and the 
underground railway stopped 
running as strikes, now in 
their second week, spread 
throughout the country. Alter 
its almost non-stop 35-hour 
session, which adjourned last 
night, the National Assembly 
continued discussing the 
Premier’s anti-strike BUI to 
an atmosphere even more 
turbulent than yesterday. At 
least four acts of railway 
sabotage were reported. 
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Fear of bailout delay drives won down against dollar 


IMF insists no 
rescue deal yet in place 

B.. A . » . 


By Gerard Baker in 
Washington and John Burton 
m Seoul 

The International Monetary 
Fund yesterday rejected niairne 
by South Korea's finan^ min- 
ister that -a deal had been 
struck on a rescue package for 
the world's llth-largest econ- 
omy. 

Lta Chang-yuel, the Korean 
finance minister, announced 
early yesterday morning that 
terms had been agreed, follow- 
ing negotiations with a work- 
ing-level IMF team. 

But after talking to Mr Lim, 
Michel Camdessus, the IMF 
managing director, said: “Until 
the last i' is dotted, the agree- 
ment is not there." 

The c laim by Mr Urn of an 
early deal seemed designed to 
hasten the IMF Into agree- 
ment Seoul fears that without 
a rapid IMF deal, dwindling 
foreign exchange reserves 
might lead to overseas loan 
defaults. 

That would weaken Seoul's 
ability to resist IMF demands 


for the immediate closure of 
insolvent banks, a slowing of 
economic growth next year 
and government spending cuts 
to solve the nation's debt cri- 
sis. 

Senior fund officials indi- 
cated that negotiations should 
be concluded within the next 
day or two. The broad outlines 
of the support package became 
dearer yesterday. 

The deal will follow the blue- 
print for financial support laid 
out by officials of Asia-Pacific 
countries at a meeting In 
Manila two weeks ago. The 
bulk of the financing will co me 
from the IMF and other multi- 
lateral lenders, with supple- 
mentary credit to be made 
available, if needed, by individ- 
ual governments, notably the 
US, Japan, and perhaps other 
industrialised countries. 

The IMF’s level of support is 
likely to amount to about 
$2Dbn. Other multilateral lend- 
ers are now also in negotiation 
with the Korean government 

The World Bank yesterday 
said it would make a “substan- 


tial contribution" to the bail- 
oat A Bank official said the 
Korean authorities had not ini- 
tially sought support but they 
had now asked for it and 
would get it Bank assistance 
would be tied to financial mar- 
ket restructuring in Korea. 
The Aslan Development Bank 
is expected to contribute. 

The White House declined to 
comment on reports that the 
US and Japan would together 
add. another $20bn, but Presi- 
dent Bill Clinton said US and 
Japanese participation was 
highly likely, pending agree- 
ment between tbe IMF and 
Korea on a tough reform plan. 

The Korean currency, the 
won, fell 2 per cent to 
Wonl.18? to the dollar yester- 
day, reflecting fears that the 
absence of an IMF agreement 
would postpone an expected 
inflow of foreign currency. 
Interest rates jumped, and the 
Seoul stock market fell by 3.7 
per cent to a new 10-year low 
of 393.16 points. 


Learning wrong lesson. Page 6 


Shipping 
line alliance 

Continued from Page l 


“This alliance will enhance 
oar efficiency and our market- 
ing clont” He added, however, 
that competition would 
remain tough, and the ability 
to increase freight rates would 
depend on the response of sec- 
ond and third-tier companies 
to the new alliance. 

The Grand Alliance will 
operate more than 100 
deep-sea container vessels 
with capacity of about 350,000 
standard 20-ft containers. Tbe 
main aim is to boost the 
Europe- Asia service but alli- 
ance members will also have 
operations in the Pacific and 
across the Atlantic. 

Yesterday's deal confirms 
that alliances between large 
shipping lines are back in 
fashion after a period when 
full-scale mergers appeared 
set to replace them. 

Alliances allow for common 
timetables and combined par- 
chases of part, road and rail 
capacity at either end of voy- 
ages. Unlike shipping “confer- 
ences”, the traditional way of 
agreeing capacity on selected 
routes, alliances do not 
involve price-fixing and have 
therefore not attracted the 
attention of competition regu- 
lators. They do not allow the 
cost-cutting that can result 
from a full merger, however. 

Despite tbe benefits pro- 
vided by the alliance the out- 
look for shipping rates 
remains gloomy. “On the Asia- 
Europe routes things have 
picked up slightly, but that is 
from horrible to awful,” said 
Mr Wilkinson. "We are a long 
way from recovery." 


Nazi gold report 
increases pressure 
on Swiss bankers 


By David Buchan, 

Diplomatic Editor, in London 

The Nazis took |146m in gold 
from Holocaust victims and 
others in Germany and occu- 
pied territories, according to a 
Swiss study published yester- 
day. 

The report, by an interna- 
tional panel of historians 
appointed by the Swiss govern-' 
ment, is the first attempt to 
calculate the amount of gold 
the Nazis looted from individu- 
als, as distinct from govern- 
ments. 

The 23-page study, which 
says that Switzerland took in 
76 per cent of all the gold 
transferred abroad by the 
Reichsbank, will inevitably 
put the spotlight on Switzer- 
land at the 40-nation confer- 
ence on Nazi gold which opens 
in London today. 

The conference is to discuss 
whether Jewish and other vic- 
tims of the Holocaust should 
receive further compensation 
from 5.5 tonnes of recovered 
gold still held by the wartime 
Allies. 

Tbe study also revealed that 
Swiss commercial banks han- 
dled $61. 2m in gold from Nazi 
Germany, three times more 
than assumed. All gold valua- 
tions in the study are at 1945 
values, and therefore signifi- 
cantly lower than today's. 

This revelation will embar- 
rass the three main Swiss 
banks, due to appear in New 


York next Monday to answer 
complaints that they are drag- 
ging their feet in disclosing 
Holocaust victims’ bank 
accounts. New York city has 
announced it will not do any 
new business with Union Bank 
of Switzerland (UBS) and the 
state of California has black- 
listed all three banks. 

According to yesterday's 
report, Swiss Bank Corpora- 
tion took in $36. 6m in Nazi 
gold. Bank Leu (now a subsid- 
iary of Credit Suisse) $l2m, 
and UBS $8.5m. But these 
sums were dwarfed by the 
Swiss National Bank (SNB). 
which acted as buyer or inter- 
mediary for a total of $389.2m 
in gold from the Third Reich. 
The historians' panel has said 
It would tackle the issne of 
whether the SNB or Swiss 
leaders knew the gold was 
looted in its next report, due 
out in spring 1998. 

Switzerland has argued that, 
surrounded by Axis powers 
and at Germany's mercy, it 
had little choice but to deal 
extensively with the Nazis. 

Yesterday’s report identified 
at least $2 ,5m in gold taken by 
S S forces at camps in eastern 
Europe, $71 .8m in gold under a 
programme that ordered every- 
one in Germany and occupied 
countries to sell the metal to 
the state, and a final $71. 7m 
from other individuals. 


Nazi haul added up, Page 3 
Editorial Comment, Page 15 


KPMG 
and E&Y 
try to ease 
EC merger 
worries 


By Jim KeOy, 

Accountancy Correspondent 

Two of the four intematicmal 
accountancy firms seeking 
global mergers said yesterday 
they were prepared to give up 
self-regulation of the profes- 
sion to win European Commis- 
sion approval for their plans. 

“Independent regulation 
could be an issue, and our 
position is that we would wel- 
come that in the UK.” said 
Mike Rake, the partner in 
charge of KPMG's merger talks 
with Ernst & Young. The two 
firms plan to fflr> a merger sub- 
mission to the Commission 
within 14 days. 

Their proposed union - and 
that agreed by the partners of 
Price Waterhouse and Coopers 
& Lybrand - have raised fears 
that consolidation could 
endanger the independence of 
auditors in firms that also 
offer consultancy services. 

In the US it is understood 
the four big firms are in talks 
with the Department of Justice 
over the planned mergers. 
Competitors fear they have 
offered regulators a “scope of 
practices" agreement to limit 
the non-audit services auditors 
could offer clients. 

The decision of KPMG and 
Ernst & Young to raise the 
topic of regulation will dismay 
thousands of accountants who 
fear that Brussels may set up 
its own audit watchdog. 

"This will cause a hell of a 
row," said one senior UK 
accountancy ' regulator. He 
added that Brussels might also 
consider imposing stricter 
rules on what services audi- 
tors could offer clients. 

While both KPMG and Ernst 
& Young have favoured inde- 
pendent regulation in the past, 
their decision to broach the 
subject publicly will be seen as 
an attempt to placate Brussels. 

“This just shows the big 
firms are on a different track 
from the profession. Tbe fear 
is tbe firms are prepared to 
give a lot away to get regula- 
tory approval," said one inter- 
national financial regulator. 

KPMG yesterday said it was 
an track to send out a detailed 
prospectus on its merger to 
partners In January with a 
vote in late February. Price 
Waterhouse and Coopers & 
Lybrand said partners had 
backed its plans by an over- 
whelming majority. 

KPMG said it recognised 
Brussels had concerns about a 
possible duopoly in the audit 
market in the UK and the 
Netherlands if both mergers 
went through. “Our view is 
that the market will take care 
of that problem.” said Mr 
Rake. 

Ernst & Young yesterday 
announced that worldwide 
income had soared by 17.4 per 
cent in 1997 to $9.1bn - the 
third consecutive year of 
doubledigit growth. 
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Europe today 

Much of Scandinavia win stay below 
freezing, apart from the far south 
where there wiH be rain. Elsewhere it 
will snow, except over northern 
Finland. Central and western Europe 
wiH have fight rain but significant 
snow is likely in northern Germany, 
the Low Countries and across the 
Alps. The south and east of the 
Iberian Peninsula will stay fine with 
some sun but cloud win tend to 
increase. The north and west will 
become wet with heavy rain near 
northern coasts and the Pyrenees. 
The central and eastern 
Mediterranean will stay showery with 
some thunder. 

Five-day forecast 

More rain wifi spread across the 
Mediterranean followed by colder, 
brighter weather with just a few 
showers. Further heavy rain is likely 
before the weekend. Most of Europe 
will stay cold. There will be 
outbreaks of rain in the south but 
snow is more likely across the east 
and north and in some central areas. 


TODAY’S TEMPERATURES 
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Situation at mktday. Temperatures maximum for day. Forecasts by PA WBothoiOertoe 


Maximum 

Bering 

Sun 1 

Cardiff 

Shower 6 

Celsius 

Belfast 

Fair 5 

Casablanca 

Sun 20 

Sun SO 

Belgrade 

Rain 8 

Chicago 

Fair 4 

Fair 31 

Borin 

Fair 0 

Cologne 

Cloudy 2 

Fair 23 

Bermuda 

Shower 21 

Dakar 

Sun 29 

Cloudy 3 

Bogota 

Thunder 21 

Dallas 

Cloudy 14 

Fair 17 

Bombay 

Sun 34 

Delhi 

Sun 23 

Fair 14 

Bassets 

Sleet 1 

Dubai 

Fair 27 

Fair 25 

Budapest 

Rain 8 

Dublin 

Hail 5 

Steer A 

C.hagen 

Cloudy 3 

Dubrovnik 

Thunder 15 

Fair 38 

Cairo 

Sun 24 

Edinburgh 

Fair 6 

Fair 18 

Caracas 

Fair 31 

Faro 

Fair 19 


We can t change the weather. But we can 
always take you where you want to go. 


Lufthansa 


Frankfurt 

Snow 1 

Madrid 

Cloudy 15 

Rangoon 

Fair 34 

Geneva 

HM 5 

Majorca 

Fair 20 

Reykjavik 

Far 1 

Gibraltar 

fair 19 

Malta 

Shower IS 

Rio 

Thunder 25 

Glasgow 

Fair S 

Manchester 

Show 5 

Rome 

Shower 15 

Hamburg 

Fair 2 

Mania 

Shower 29 

S. Fraco 

Sun 16 

Helsinki 

Snow -4 

Melbourne 

Shower 15 

Seoul 

Fair 1 

Hong Kong 

Rain 17 

Mexico City 

F» 24- 

Singapore 

Thunder 32 

Horotuki 

Shower 26 

Miami 

Sun 27 

Stockholm 

Snow 1 

Istanbul 

Shower 15 

MRan 

Rain 9 

Strasbourg 

Snow 2 

Jakarta 

Thunder 32 

Montreal 

Shower -1 

Sydney 

Fair 28 

Jersey 

Shower 9 

Moscow 

Snow -5 

Tangier 

Fair 19 

Joharme3buraShower 16 

Munich 

Rain 2 

Tel Aviv 

Fair 24 

Karachi 

Sun 29 

Nairobi 

Thunder 24 

Tokyo 

■ Rain 13 

Kuwait 

Fair 21 

Naples 

Shower 16 

Toronto 

Fair 5 

L Angeles 

FafrIB 

Nassau 

Fair 28 

Vancouver 

Cloudy 9 

Las Palmas 

Fair 25 

New York 

Sun 7 

Venice 

Cloudy 10 

Lima 

Cloudy 24 

Nice 

Fair 14 

Vienna 

Drzzl 4 

Lisbon 

Fair 17 

ISftCMia 

Thunder 20 

Warsaw 

Rain 4 

London 

Sleet 5 

Oslo 

Show 1 

Washington 

Sun 12 

LuxJxwng 

Snow 0 

Parte 

Sleet 3 

Wellington 

Shower 19 

Lyon 

Hail B 

Perth 

Fab- 28 

Winnipeg 

Snow -3 

Madeira 

Shower 21 

Prague 

Snow 1 

Zurich 

Skw 3 


A family affair 


Tbe notion that tbe world’s 
second-largest carmaker could enter 
tbe n ffd mfngimirrm chaired by a 
40-year-old who runs an American 
football team sounds faintly ridlcu-. 
lous. Yet the betting in Detroit is 
that William Clay Fonl Jr., a fourth- 
generation scion of tbe founding 
family and vice-chairman of the 
Detroit Lions, will take over as 
chainman when Alex Trotman, 
chairman and . chief executive, 
retires at tbe end of 1999. 

Mr Ford is not without qualifica- 
tions. He is a main board director 
and chairman of Ford’s influential 
finance committee, widely regarded 
as the group's "Inner circle". He has 
also held various management posi- 
tions within the business. Nor is 
there any suggestion that Mr -Ford ■ 
would actually run tbe com p any. 
The next chief executive is likely to 
be Jacques Nasser, the highly- 
regarded boss of the automotive 
operations. 

None of that can disguise that 
Ford is still being run like a family 
company. Whatever his talents, Mr 
Ford would not be a candidate for 
tka chai rmanship if he did not have 
the right surname. At the heart of 
this lies Ford's outdated dual share 
structure. Because the Ford family 
owns all of the super-voting B 
shares, it controls 40 per cent of tbe 
votes even though it owns less than 
10 per cent of the equity. That 
needs to change. An equitable share 
structure and modem corporate 
governance, procedures should be 
an integral part of a well-run busi- 
ness, even one steeped in family 
tradition. 

Japan 

The Organisation for Economic 
Co-operation and Development’s 
cheerful 2 per cent growth forecast 
for Japan next year will fool 
nobody. The feet that the forecast 
was made some six weeks ago and 
drips with caveats offers some miti- 
gation. BQt it gmarfm of fhn liwiial 
which Japan's own bureaucrats 
have pursued with such diligence in 
recent years. The true outcome is 
likely to be closer to zero. A better 
measure of the economy's health 
can be discerned from the Bank erf 
Japan’s activities: it has tolerated 
the yen faTHng to Y129 against the 
dollar, while energetically pumping 
liquidity info the economy by buy- 
ing back government bonds. 

Even the OECD Is unable to con- 
ceal the gravity of Japan’s prob- 
lems. Short-term difficulties suibh as 
anaemic consumer demand and col- 


FTSE Eurotop 300 index-: 
959-45 (-17.0) 


Share price rfodfvetolftebaie 

,17D ■ !-■ ■ ' ' • 


trends in the luxury car rad* ■ w 
to push up tbe price paid by 
most Hkely buyer, BMW. Aims to 
espan) commercial vehicles, proba- 
1 - . - - . ■ » are 


iso 
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SoufoDfostnanMCtf 7-'.; _ .. 

lapsing regional are p3ed 

upon structural sl u uk t um u iigs Be 
over-regulation and pirfrBr 

finances. This Is sen 6a®«s*6eioas 
backdrop for reform, as the finan- 
cial sector crisis illhstrateSL -Instead 
of "presiding over aii M Ji y financi al 
market deregulation the' govern; 
meat' is having to start as fcte as 
markets force - a - mare . bnttal 
restructuring. .» - 

If there is consolation,, it is that 
Japan is now likely to exparteme e a 
rough and accelerated rasto of 
the sort of medicine Sqag pre- 
scribed. Painful it will eertaiBdty fo 
bat; long-term it is goad news. 
Meanwhile, pundits shpaM not coo- 
fuse a muddled renewal. with cat- 
lapse.. Japan may be bloodied, tat it 
is far from broken. ' 

Volkswagen . : • -~_ 

The unpredictability anmaartiag 
VW - these days suggests the com- 
pany needs to spruce up its investor 
relations. Can it be expfasoing: its 
strategy dearly if. In rapid soeces- 
sion, it is rumoured to ;te taping 
such different businesses as 
Rolls-Royce. Volvo, MAM art 
Scania? .The postponed DBflStm- 
DMSbn rights issue, still taking m 
the wings, is to blame. Tbe a tte m pt 
. to railroad shareholders into raising 
funds for no identified purpose was 
a public relations fiasco which fern- 
aged the company and its! advises. 
By allowing rumours to swill 
around the marketplace, the com- 
pany may hope to rebuild confi- 
dence through an ex post feefo jus- 
tification for the rights issraa. ff so, 
it is not working. 

Its surprising expression erf teter- 
. est in Rolls-Royce may have been a 
ploy to enable It to stay abresst of 


tasteless is indeed lew-margin- Kit 
[w afctn g heavy trades too will not 
necessarily hefifc given tbe different 
customer bases. VW could add little 
to which already enjoy 5 

strong margins. Meanwhile a 
ttnfc-np With Volvo .would be com- 
plicated because, of competition 

between the Swedish group’ 5 031 
hrefrireas and VWs And! arm VW 
p nnttt probably only add value to 

MAN’S Low-margin truck business, 
but wustiEi-banfiy gain a significant 
pre se n c e in tbe segm ent . 

Energjs 

Once upon a time Britain's 
National Grid was persuaded to 
sf r t r v g fibre-optic cables along its 
rfg rf Tfci ty pylons. The idea was that 
this would be a cheap way to com- 
pete with British Telecommunica- 
tions. There was, after all. bo need 
to dig op the roads. Now. £48hn of 
later. Wrrgr gis ~ as the 
Grid's telecoms arm is called - is to 
be floated. And the Grid hopes to 
achisTO a valuation up to doable 
what it has invested. 

In ftagtfr such, a multiple is not 
extreme - especially if the Grid's 
pykJBS reaSy give Energis a big cost 
advantage. The snag, is- that the 
pylons «dy provide a backbone. To 
connect customers. Energis will 
often leave to dig up tbe roads and 
fct is mdesr that it win have any 
advantage in this incremental 
inuawd.n t pwd 1 - Httergis’s other selling 
point, a stote-of- the-art network, 
does not took sustainable either: 
rivals can buy the necessary kit on 
the nr*** i ivaricw L 

New UK telecoms issues have 
recently tad a chequered history. 
Wish inrora and most cable televi- 
sion stocks Hopping, to tire 1 circum- 
stances. one aright have thought 
. Kfnwg is , which is not expected to 
turn profitable nntO 2001, would 
have bom ’ prims conservatively- At 

the top of the range, it is not. So, 
thfmgft company is well man- 
aged, the shares are probably only 
worth a pmd if sold near the bot- 
tcmt of tbe range. It is not even as if 
there is much chance of it being 
fafcm oat at a fancy premium - the 
Grid's continuing majo rit y stake 
wzB deter predators. 


Additional i*t comment on 
Liberty, Page 2A 


Hays pic has grown 
from a £250m MBO 
in 1987 to a £3bn 
company today. 

.* 

Which firm 
has served Hays 
throughout? 
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INSIDE 


Caterpillar in 
expansion mood 


C aterpi llar, the world’s largest construction 
equipment m anu f acturer. Is launching a range 
of compact building equipment, attacking a 
market in which Japanese makers have tradi- 
tionally been strong. The company is also 
renewing its push into China and other develop- 
ing countries where rapid growth in demand for 
construction equipment is expected. Page 22 

AGF chief pleased with Affiance deal 

Antoine Je an co u rt- 
Galignani, t he chair- 
man of French insurer 
AGF and an outspoken 
advocate erf Anglo- 
Saxon style capitalism, 
sees no need to retract 
his views following the 
defensive “white 
knight” takeover of his 
group by AHfonz of 
Germany. H "says the 
deal he negotiated with 
AUianz - in response to a hostile FFr55bn 
d9Jbn) bid by Generali of Italy — been in 
the interests of his investors. Page 21 

Portngal earns developed market s t atue 

Portugal officially comes of age as a developed 
market today when it joins Morgan Stanley’s 
MS Cl Europe index. Promotion to the MSC1 caps 
a remarkable period of earnings growth - the 
Lisbon stock market has gained almost 95 per 
cent since the beginning of iQQfi Page 38 

VSNL struggles for Its independence 

VSNL, India's international iBiww mrniinimtinng 
company, is locked in a struggle with the emmr 
try’s Department of Telecommunications to win 
approval for a board shake-up that will give the 
group commercial autonomy. Page 18 
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Chief price changes yesterday 
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Shares hit by drug recall 


By Daniel Green and Paul 
Abrahams in Tokyo 


Shares in Warner-Lambert, the 
DS drag company, and Sankyo 
of Japan fell sharply yesterday 
when Glaxo Wellcome of the 
UK withdrew a new diabetes 
drug from the market follow- 
ing reports of liver problems In 
patients. 

Warner-Lambert has US 
marketing rights far the drug 
and sells it as Rezuffn. Sankyo 
invented it, under thq» chemi- 
cal name trogfftazona 

Warner Lambert shares had 
fallen $25% to $114% by mid- 
session In New York. Sankyo 
shares fell Y20 to Y4050 on an 
otherwise good market day. 

Glaxo shares were up by 40p 
to 1340p in a rising market but 
failed to make up the fall they 


Warner-Lambert and Sankyo see falls 
after Glaxo withdraws diabetes remedy 


suffered on Friday for reasons 
relating to the new stock trad- 
ing system in London. 

Glaxo said it withdrew the 
d rag , which it bad been crfiing 
as Romozln since October 1L 
because it needed time **to 
evaluate further the safety pro- 
file of trogjUtazone”. 

But Warner-Lambert, which 
has been selling it since April, 
said It would not withdraw it, 
citing US Food and Drug 
Administration figures show- 
ing about ISO “adverse events" 
and three deaths out of 800,000 
people treated. 


The FDA, which oversees 
the US drugs markets, said 
doctors should increase moni- 
toring of patients, and said the 
potential for liver damage 
should be more prominently 
shown on packaging. 

Last month both Glaxo and 
Warner wrote to doctors fid- 
lowing early reports of live- 
problems among a wwmii num- 
ber of patients. 

One senior industry figure 
said it was commercially 
easier for Glass to withdraw 
the drug because, although 
Important, Rezulin was not 


vital to its prosperity. How- 
ever, it heM out the prospect 
of transforming the fortunes of 
Warns: Lambert and Sankyo. 

Stuart Adkins, pharmaceuti- 
cals analyst at Lehman 
Brothers, said: “Trogiitazone is 
worth one per cent of the 
value of Glaxo’s share price, 
according to our net present 
value model, whereas for 
Warner Lambert it is about 
eight per cent” 

Mitsuo Ohmi, pharmaceuti- 
cals analyst at Dresdner Klein- 
wort Benson, had expected the 
drug; known in Japan as Nos- 


caL to become Sankyo’s second 
most important medicine, gen- 
erating sales and royalties of 
Y60bn utofiam) by 2000. That 
would have represented about 
10 per cent of the group’s phar- 
maceuticals turnover. 

"Our assumption is that 
sales will continue in Uic US 
and Japan, but there is 
undoubtedly a risk that it will 
be withdrawn. It is very 
strange that Glaxo- Wellcome 
has pulled the drug while 
Sankyo and Warner-Lambert 
continue to market it," said Mr 
Ohmi. He estimated the drug 
would have had US sales of 
$68Qm this year. 

Trogiitazone works by mak- 
ing the body more sensitive to 
Insulin that is already present, 
rather than artificially boost- 
ing levels of the hormone. 


Fashion houses face market dilemma 

Luxury groups divided over the best method of funding expansion 


F or more than a year the 
share price of VendAme, 
which owns a string of 
luxury labels Including Car- 
tier, Cblo6 and Piaget, has 
fallen steadily. Last week 
Richemont, its Swiss parent 
company, decided to do some- 


The fickleness off fashion 


thing about it 

Richemont, a conglomerate 
controlled by the Rupert fam- 
ily of South Africa, has offered 
to buy the 30 per cent of Ven- 
ddme it does not already own 
for film. Johann Rupert, chief 
executive, says Richemont 
intends to invest heavily in 
Vendftome’s brands, for 
instance by expanding Chlod 
following the appointment of 
Stella McCartney as chief 
designer. He believes this will 
be easier If the company 
returns to private ownership. 

While Vend dome prepare s to 
retreat from the. rigours of 
stock-market scrutiny, other 
luxu r y brand nanwi — includ- 
ing Gianni Versace, Giorgio 
Armani and Gianfranco Ferre, 
the Italian fashion, houses- - 
are considering going public. 

The proposed flotations and 
Richemont’s apparently con- 
tradictory decision to go pri- 
vate highlight a growing 
debate within the luxury 
goods industry. It may be 
tempting for the owners of 
famous brand names to cash 
in theta* inves tments and raise 
capital to finance expansion, 
but are such companies suit- 
able fin- public quotation? 

Mr Rupert suspects not “AD 
our brands, even Cartier, will 
require a lot of investment 
over tiie next 10 to 15 years," 



he says. “As a family-con- 
trolled company we can afford 
to take a long-term view, but I 
don’t think the City Is willing 
to.” The performance of Ven- 
dftme’g shares, which peaked 
at 635p in June 1996 before 
tumbling to 307p last month, 
appears to support Us view. 

Other publicly quoted lux- 
ury companies have also seen 
their shares perform poorly, 
mainly because the invest- 
ment community is sceptical 
about their ability to sustain 
long-term growth in a notori- 
ously volatile market 


Investors are stiff h«tm»<»d 
by the memory of the luxury 
goods groups that flourished 
in the 1980s only to flounder 
in the early 1990s recession, 
notably Calvin Klein and Yves 
Saint Lament, both of which 
came dose to collapse. 

When the global luxury 
market returned to growth in 
the mid-1990s, a new wave of 
companies went public includ- 
ing Gucci, Donna Karan. Bul- 
gari and Ralph Lauren. Yet 
there is little evidence to sug- 
gest Investors have lost their 
old nervousness about them. 


Donna Karan confirmed the 
market’s worst fears by run- 
ning into trading difficulties 
shortly after floating in June 
1996. The shares peaked at $28 
an their first day of trading, 
but fell to $9.13 in April and 
have remained weak, while 
new management has tried to 
restructure the business. 

Karan's problems are 
largely a reflection of the old 
management's mistakes, yet 
Gucci’s shares have also tum- 
bled, even though the com- 
pany produced consistent 
profit rises since its 1995 flota- 


tion. 

In September. Gucci 
announced profits growth 
would be lower than expected 
far the second half because of 
adverse exchange rates and 
depressed demand In Ada. Its 
shares almost halved from 
$58.25 the day before the 
announcement to $31.88 last 
month.' 

Gucci's shares have rallied, 
but only because of bid 
rumours. Domenico De Sole, 
president, says there is “abso- 
lutely no evidence" to support 
the speculation. However, 
Gucci’s management is so con- 
cerned that last week it 
announced proposals to buy 
back up to 5 per cent of the 
group's shares (all are in pub- 
lic issue) far about $120m. 

Patrizio Bertel li, president 
of Preda, the successful Ital- 
ian fhshion house, recently 
told a conference he did not 
believe luxury companies 
should go public. He shares 
Mr Rupert’s view that such 
businesses require a longer- 
term investment approach 
than the stock market will tol- 
erate, and claims negative 
publicity about a company’s 
financial performance can 
imperil brand perception. 

"He’s right," says Mr 
Rupert. “The stock market 
doesn't understand these com- 
panies. Look at Chanel. Alain 
Wertheimer (whose family 
owns it) could have sold out a 
hundred times. But he hasn't, 
and Chanel has stiff done very 
weD.” 


Alice Rawsthom 


EDS plans 
to employ 
Yamaichi 
affiliate’s 
entire staff 


By Miohfyo Nakamoto 
in Tokyo 


Electronic Data Sys terns, the 
world's largest information 
services provider, is poised to 
hire 600 employees of a Yam- 
aichi affiliate, following last 
week's closure of Yamaichi 
Securities. 

The move by the US com- 
pany, which would have been 
unthinkable in Japan's rigid 
labour market of a few years 
ago, reflects the changes 
sweeping the economy as 
weaker companies In hitherto 
protected Industries succumb 
to market forces. 

Last month's failures of Hok- 
kaido Takushoku Bank. Sanyo 
Securities, Tokuyn City Bank 
and Yamaichi Securities are 
also expected to have a large 
impact on the labour market 
and provide foreign companies 
in growing sectors with the 
human resources needed to 
support expansion in Japan. 

The 600 employees from 
Yamaichi would outnumber 
EDS's present 400 employees 
in the country. 

Yamaichi Securities and its 
affiliated companies are 
looking for companies willing 
to hire about 10.000 employees. 

EDS said it planned to hire 
the entire staff of Yamaichi 
Information Systems, which 
provides systems integration 
services. Negotiations were 
continuing and the companies 
hoped to reach an agreement 
by the end of the mouth. 

EDS sold it had responded to 
Yamaichi 's search for a com- 
pany to take on its employees 
as a group as a means to 
expand, particularly In the 
financial sector. 

“We have been working as a 
team - and that is our 
strength - so we wanted to 
stay together," said a Yam- 
aichi offidaL 

EDS, which is expected to 
maintain wage levels for the 
incoming staff, said it was not 
particularly concerned about 
their number. 

Since setting up a subsidiary 
In 1986, EDS has not been 
prominent in the Japanese 
market. While outsourcing of 
information management has 
been a growing market in the 
west, Japanese companies 
have been suspicious of hand- 
ing over databases to outside 
companies, said David Kellar, 
industry analyst at AMI, an 
industry consultancy. 


NatWest set to announce 
sale of equities businesses 


By Jane Martinson, 
Investment Correspondent 


National Westminster Bank, 
the UK retail bank, is ex p ecte d 
to announce as early as today 
the sate of the equities busi- 
nesses of NatWest Markets, its 
investment banking arm. for 
£15Qm420Qm ($250m-$334m). 

Bankers Treat, the US bank, 
is expected to pay £100m-£15Om 
for NatWesfs UK and conti- 
nental European equities busi- 
ness. w hile Deutsche Morgan 
Grenfell, which is owned by 
Deutsche Bank, will buy the 
smaller derivatives business 
for about £50m. 

The price is understood to 
represent a premium to net 
asset value, in contrast to last 
month's sale of parts of BZW, 
the investment banking arm of 
Barclays, the UK retail bank. 

A banker dose to the deal 


said last night that the deriva- 
tives business had been loss- 
making. “Securities is losing a 
bundle,” he said. 

However, DMG is under- 
stood to be confident that the 
part of the business it is buy- 
ing is saffd. 

NatWest will fold the 
remaining debt business into 
Greenwich Capital, the US 
business it bought last year. 

The bank is also expected to 
r ea ffi r m its Long-term commit- 
ment to its corporate advisory 
business. In the past two years 
it has bought two mergers arid 
acquisitions boutiques - 
Hambro Ma g an in the UK and 
Gfeacher in the US. 

However, one investment 
banker employed by NatWest 
questioned the rationale of 
this move. It isn’t a very logi- 
cal decision. They should sell 
it to a third parly who is pre- 


pared to commit to it, or give 
it to employees to run.” 

Bankers and DMG were 
understood to have attempted 
to renegotiate the price over 
the weekend. All three sides 
were still discussing final 
details last night. 

None of the banks Involved 
would comment However, a 
source close to the Bankers 
tram said thp acquisition .fill ed 
In a “missing piece of the puz- 
zle". The US group is much 
stronger In fixed Income, lever- 
aged lending and mergers and 
acquisitions than equities. The 
NatWest business gives it a 
firm footing in the UK and 
other parts of Europe. 

Few redundancies are expec- 
ted. The deal will increase the 
number of Bankers' employees 
by more than 1,000. 

DMG is set to take on 250 
employees, mostly in the US. 


Oil prices fall after quota rise 


By Gary Mead In London 


International oil prices fell 
yesterday in the wake of the 
decision by the Organisation of 
Petroleum Exporting Coun- 




tries to increase production 
quotas by 10 per cent, from 
25.03m barrels a day to 27.5m. 

On the International Petro- 
leum Exchange in London the 
international bellwether, Brent 
crude oil for January delivery, 
at one point $L03 to $17.95 
barrel, the first time 
since June it has dropped 
below $18- 

later recovered to $18.17 a 
barrel On the New York Mcs> 
cantile Exchange, January 
dated crude was 46 cents lower 
midday, at $l&69 a barrel. 
“Like generals who are 
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always fighting the last war, 
the Opec ministers are not 
good at timing," said Robert 
Mabro, director of the Oxford 
institute for Energy Studies 
yesterday. 

He calculated that under the 
new quota system Opec would 


in fact be producing about 
28&n b/d in 1988. “Even dis- 
counting weakness in Asia, 
demand in 1998 is estimated to 
grow by not more than 2m b/d. 
yet global supply will probably 
increase by as much as 2.7m b I 
d,” Mr Mabro added. “We are 
headed for a significant imbal- 
ance, unless Iraq rejects its txfl- 
for-food deal with the UN." 

The UN agreement, which 
comes up for renewal on Fri- 
day, allows Iraq to expert oil 
to the value of $2bn every six 
months. The UN has already 
said it is willing to permit a 
higher value of exports for the 
next period, which analysts 
said would further depress oil 
prices. 
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Prosecutor set to question Trustor chief 


EUROPEAN NEWS DIGEST 


Bums In London and 
NTO Burt m Stockholm 

Su 8tate P^secutor 1 5 

today exurtAH l= . 


, _ _ - — ““M AU iiUU- 

aon Lindsay Smallbone, a close 
associate and former managin g 
sector of Trustor, the Swedish 
investment company at the centre 
of a SKreaOm <$8l.48m) fraud 
inquiry. 

The prosecutor. Bo Skarinder 
who has been working closely with 
the UK Serious Fraud Office, 
obtained permission for the inter- 
view tram the British authorities 

earlier this week. 

Mr Skarinder is thought to have 


also asked to question Lord Moyne, 
who acquired control of Trustor in 
the Summer and is a close associ- 
ate of Mr Smallbone, although the 


Aiiici view m not expected unui 

later this week. 

Mr Smallbone and Lord Moyne 
have denied any wrongdoing in 
their fin anc i al dealings at Trustor, 
and are holding the Swedish asso- 
ciates responsible for the affair. 
They have made themselves avail- 
able for questioning in the UK. 

Neither was present yesterday, 
however, at an extraordinary gen- 
eral meeting in Stockholm where 
minority shareholders in Trustor 
voted to seek compulsory liquida- 


tion of the group. Investors attend- 
ing the meeting were told by law- 
yers acting for the shareholders 
that Lord Moyne, Trustor chair- 


appruvcu uie 

transfer of SKrfBQm in assets to a 
bank account in London, of which 
all but SKrlSSm had disappeared. 

Lord Moyne told the Financial 
Times last week: “1 may have put 
my signature to bits of paper giv- 
ing instructions of that sort." 

Shareholders in Stockholm voted 
in favour of liquidation - involving 
the removal of Lord Moyne from 
the board - alter hearing that it 
offered the best prospect of recov- 
ering the company's assets. 


Two Trustor employees have 
been arrested an suspicion of aid- 
ing a breach of shareholder trust. 
Yesterday’s meeting was also 


HMU LUiaL U USUU was BUM to UiS- 

poGdng of Us main two. operating 
subsidiaries in a deal that would 
further bolster its depleted assets. 

AP Parts International and 
United Parts Group, two automo- 
tive components companies, are 
expected to be sold for a total of 
SKr890m. BjOra BjOrnsson, Trustor 
managing director, declined to 
name the buyers. 

He said -the disposal 'strategy 
adviser was Charterhouse Develop- 
ment Capital, the venture capital 


arm of Charterhouse Bank of the 
UK, which heads a minority stake 
in both companies. • ; 

Meanwhile, lawyers acting, for 


uuaiur a uiigen mmuuuvMu 

shareholders said they would con- 
tinue with attempts to retrieve" 
SKr4l7m of company funds which 
are the subject of a legal battle in. 
Luxembourg, They reiterated that 
the money bad been transferred to 
a Trustor account in Luxembourg 
from a Cayman Islands account., 
held byLord Moyne. He has denied 
direct involvement in the transac- 
tion: Lawyers appointed by . Lord" 
Moyne to re p rese n t him at yester- 
day's meeting made no com men t 


fixed-line service 


CegeteL thete 
Esur which is 


"expected to.emsrge as. France Telecom t 


Paribas moves to protect its empire 

Buy-out of minorities in two subsidiaries should reinforce French bank’s financial strength 


T he Empire Theatre in 
Paris seemed a suit- 
ably grandiose 
address for Paribas, the 
French banking group, to 
announce the latest step 
in its evolving corporate 
structure. 

But there was little drama 
or surprise in the decision 
by the group to launch a 
FFr25^bn ($L3bn) buy-out of 
the minorities in two of its 
most profitable subsidiaries 
- Cetelem, the consumer 
finance business, and Com- 
pagnie Bancaire. the special- 
ist financial services group. 

The question many observ- 
ers of the country’s bankin g 
sector were posing was 
rather why Paribas had not 
acted more quickly, having 
for many years held a large 
but minority stake in Com- 
pa gnip Bancair e. 

The first sign of change 
came in May. when the 
group declared it had 
acquired a majority of the 
shares - 50.2 per cent. That 
came after substantial 
restructuring provisions at 


Compagnie Bancaire taken 
last year, which pushed it 
into losses of FFrlJbn for 
1996. 

Paribas itself also bad con- 
siderable house-keeping to 
do before it could undertake 
such a significant acquisi- 
tion. After unveiling provi- 
sions which dragged it into 
losses of FFr4bn in 1995, it 
unwound its costly cross- 
shareholdings with the hold- 
ing company Navigation 
Mixte by absorbing and sell- 
ing much of the group. 

It took the decision to 
withdraw from retail bank- 
ing, selling Banque Otto- 
mane, Cr&Dt du Nord and 
Paribas Belgique. It has also 
sold 7Frl5bn in equity 
investments, helping to gen- 
erate a considerable cash 
pile for purchases. 

Andre L£vy-Lang. chair- 
man of Paribas, estimates 
that acquiring full control, 
and integrating the two busi- 
nesses fully into a new. sin- 
gle and simplified quoted 
company, should generate 
FFrSQQm in synergies in 1998 


Synergies snapshot 

Estimated impact on earnings FFr m 

Additional not Income Compagnia Bancair and Cetalam' 
Quatfflable synergies 
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and TFrlbn a year later. 

Coupled with additional 
profits, net of financing and 
depreciation charges, the 
two acquisitions should con- 
tribute FFrl^bn to an esti- 
mated net income for 1998 of 
FFrS^bn, and FFr2£bn for a 
total of FPr7.7bn in 1999. He 
says this performance 
should allow Paribas to 
achieve its objective of a 
IS per cent return on equity 
by 2000. 

The two purchases should 


have the effect of reinforcing 
the group’s financial 
strength, providing probably 
the best defence from raids 
by creating a more fully- 
valued b usiness 
Nevertheless, some raise 
questions over how easy it 
will be to integrate the 
operations into a single 
entity. “The two cultures are 
very different, and Compag- 
nie Bancaire is much more 
dynamic," says a former 
senior executive. Equally, 


Paribas has long been 
known for the autonomy of 
its “barons” and their jeal- 
ously-protected divisions. 

Yet Mir L&vy-Lang knows 
Compagnie Bancaire well: he 
worked in the business for 
more than a decade, becom- 
ing its manag ing director 
before taking over at Pari- 
bas. Bernard Muller, the cur- 
rent chairman, was 
appointed by him and now 
joins the group board. Else- 
where, he has nominated his 


own allies to senior posi- : 
tions. 

That leaves one other 
doubt, often voiced by its 
rivals: whether Paribas Is 
large enough to compete 
with other investment banks 
in a sector that is consolidat- 
ing fast. Executives have 
decided against a US acquisi- 
tion, considering current 
prices to be too high. But 
they stress that by focusing 
on certain profitable niches, 
they can survive and thrive. 

Meanwhile, the group yes- 
terday indicated a healthy 
appetite, as well as the 
financial capacity to grow 
interally or through acquisi- 
tions. It said it planned. 
FFrlObn in disposals over 
the next two years, as well 
as the issue of preference 
shares and securitisation 
which should boost its war 
chest. The Paribas empire 
may well be set to expand 
significantly. 


mam competitor wnen - 

liberalised in January, is to ppenits 
toe general public a month later than anticipated, on re 
ruary L JeanWhrie Messier, G&J&ale des Ea^chairman. 
yesteiday blamed the postponement on the need for more 

test the integration of our networ k wito -toat of 
France Telecom, we asked the public operator to do 
700,090 test calteto December. It only authonsed^us to 
make 2j000. We therefore decided to postpone unfflFebru- 
ary i the openlngrof our service to the general pubuc. 
France Telecom described this as M an alibi to explain 
internal delays at CegeteT. Cegetel's service will te avail- 
able to users in the Paris, Lyons and Lille areas 40 per 
cent of French telephone subscribers - from February 1 
and throughout France from May 31. The company said 
tariffs would be at least 10 per cent cheaper than those of 
the former monopoly operator. Users will be charged a 

FF«0 a month subscription. David Owen, Parts 

M ISRAEL - 

Koor falls at nine-month stage 

Koor Industries, Israel's largest conglomerate, yesterday 
repeated a 22 per cent rise in net income for the third 
quarter fl fniri disappointing nine -month results. Net 
Income for the ni ne months fell from $154. 5m to $1 30.3m. 
or $SL58 an ordinary share, compared with $10.19 last year. 
This year's figures include a gain of $36m from s e l lin g 
stakes in food, electrical appliances and mach i n e tool - 
businesses. 

E«ra tug * per Americ an Depositary Share - one ordi- 
nary-share equals five ADSs - fen from $2.04 to $1.72. Rev- 
enues rose 8.1 per cent from $2_65bn to $2.73bn. Net 
in co me fra: the third quarter rose from $3l_34m to $38.2m, 
on yafag up 2.7 per cent to $868m. Earnings per ordinary 
share rose from $2.07 to £L53, while earnings per ADS 
climbed from $0.41 to $0.51. Growth was driven by Makh- 
testUm-Agan, Koor’s agrochemicals, division, and Tadi- 

r un tte tplacnmmmiicati cmH and electronics unit Which 
last week reported a 75 per cent rise in earnings. 

Yesterdays statement coincided with a decision by 
Koor to acquire 10.66 per cent of ECI Telekom, the Israeli 
telecoms company owned by the Claridge Group. In 
exchange, Claridg e wQl lift its stake in Koor by 9.6 per 
cent to 35,4 per cent Judy Dempsey, Jerusalem 
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Andrew Jack Schroder Ventures buys Vdgele 


See Lex 


Telecom Italia to buy 
into Unisource alliance 


Consortium to increase 
stake in Grundig to 95% 


By Gordon Cramb 
in Amsterdam 

Telecom Italia will take a 
stake of up to 30 per cent in 
AT&T- Unisource, the joint 
venture linking US and 
European telecommunica- 
tions groups, as part of a 
deal to include Italy's priva- 
tised carrier in the alliance. 

Paul Smita, Unisource 
president, said yesterday the 
agreement reached this sum- 
mer was intended to be com- 
pleted by the end of the year, 
“though it could be Janu- 
ary”. 

The Italian company's 
activities in the business 
market for value-added voice 
and data services would add 
about a third to AT&T-Uni- 
source's revenues, which Mr 
Smits said would this year 
reach FI 650m ($325m). 

Unisource itself would 


break even by around the 
end of 1999. he added, reiter- 
ating that net losses this 
year would be lower than 
the FI 375.4m reported for 
1996. 

The arrival of Telecom 
Italia, tn which the Italian 
government sold its remain- 
ing stake last month, means 
AT&T will reduce its stake 
in the transatlantic venture 
from 40 per cent to 30 per 
cent Unisource - which cur- 
rently groups KPN of the 
Netherlands. S wede n's Telia 
and the Swiss FIT - would 
see its 60 per cent holding 
foil to 40 per cent 

Although the accord did 
not involve the Italian group 
becoming an equity partner 
in Unisource itself, Mr Smits 
did not exclude such a move 
in the future. “The logical 
next step is an increased 
involvement with each 


other.” be said. “Whether we 
have three shareholders or 
four does not matter any 
more." 

The revenues from the 
Italian group will restore 
growth prospects, which 
were dealt a blow when 
Telefdnica of Spain 
withdrew from Unisource. 
choosing Concert, the 
alliance between BT of the 
UK and MCL the US group. ! 
Concert was subsequently 
disrupted by a bid battle for 
MCL 

“This is a cost and volume 
game, and they are bringing 
a lot of volume,” Mr Smits 
said of Telecom Italia. On 
the cost side, Unisource bad 
committed FI 600m-Fl 700m 
to strengthening a European 
telecoms “backbone” to 
provide faster data traffic for 
its customers, which include 
internet service providers. 


By Graham Bowtey 
In Frankfurt 

The consortium of Bavarian 
banks, insurance companies 
and private investors hoping 
to rescue Grundig, the trou- 
bled German consumer prod- 
ucts group, said yesterday it 
would double its stake in the 
company to about 95 per 
cent in toe next few weeks. 

The consortium, which 
bought a 43 per cent stake 
earlier this year from Botts 
& Company, the London 
investment bank, would 
acquire the 52 per cent stake 
held by the Max Grundig 
Foundation, the Bavarian 
finance ministry said. 

The stake would be trans- 
ferred to toe consortium via 
Philips, the Dutch electron- 
ics group which cut its hold- 
ing and withdrew manage- 
ment control of Grundig 


earlier this year after heavy 
losses at toe German com- 
pany. Philips is to retain a 5 
per cent share. 

Otto Wlesbeu, Bavarian 
finance minister, said the 
consortium, which was 
arranged by the Bavarian 
state government, would 
invest DM134m ($76-8m) In 
•the company and make 
DM 133m available in credit 

Burkhard Wollschlfiger. 
supervisory board chairman, 
said Grundig would break 
even next year and forecast 
a return to profit in 1999. 

This year's loss was put at 
around DMl20m after a loss 
of around DM400m in 1996. 
Grundig would make further 
cuts in its workforce from 
around 6,000 at present to 
about 5,000. 

Grundig, which makes 
consumer audio and video 
products, Is based near Nur- 


emberg In Bavaria. It has 
suffered continued losses 
because of high German 
labour costs and competition 
from Cheaper Asian imparts. 

Philips cut Grundig loose 
in January after refusing to 
continue to cover its losses, 
lh August toe two groups 
settled what had become a 
bitter dispute over - the 
extent of Grundlg’s losses. 

The Identities of toe mem- 
bras in the consortium were 
yesterday revealed as: Anton 
Kathrein, a satellite antenna 
manufacturer. Mr WoIlscbJS- 
ger; and board members Her- 
bert Bruch and Manfred 
BartL 

It also includes Bayerische 
V ere Ins bank, Bayerische 
Hypobank, Bayerische Lan- 
des bank, Schmidt-Bank, 
Munich Re, Allianz and the 
Landesanstalt fttr Aufbaufi- 
nanzferung. 


VBgele Group, the privately-owned Swiss clothing retailer, 
yesterday sold out to Schroder Ventures, the UK venture 
capitalist, in a deal valued at SFri_25bn ($893m). Charles 
VOgele, who founded the business in toe early 1960s, will 
step down as chairman. His two sons remain on toe 
board. The deal involves Schroder taking 65 per cant of. j 
toe equity, 10 per cent staying with toe family, and 5 per 
cent going to Urs Melle and Peter Grat the two non- 1 
family board members. Thomas Krenz. partner at Schro- 
der's & Partner in Frankfurt, said it was “an extremely 
well-run business" that could be floated, probably in Zur- 
ich, wi thin three years. 

Katharine Campbell, Growing Business Correspondent 
■ INSURANCE 

Toro to raise L600bn 

Toro Assicurazioni, toe insurance company controlled by 
Italy’s Fiat automotive conglomerate, is to raise about 
LSOOfau ($35lm) through an equity and warrant issue to 
finance its investment in a core shareholding stake in 
Banca di Roma. The Insurance group is taking an 8£ per 
cent stake in Italy’s second largest hanking group, which 
is being privatised. 

Toro is acquiring L300bn worth of new Banca di Roma 
shares as well as subscribing L400bn to a Mediobanca 
bond issue convertible into Banca di Roma shares. The 
insurer is raising about L405bn with the issue of new ordi- 
nary, privileged and savings shares. The ordinary shares 
have been priced at L15J200; the privileged and savings 
shares are IA500. All shares are being offered on toe basis 
of three new shares for every 10 held. Each three new 
shares will cany a warrant giving shareholders an option 
.to subscribe to an additional new ordinary share during 
toe next three years. The exercise of these warrants will 
raise a further L200bn. Paul Betts, Milan 


Wells Fargo & Company 

USS200,OOOJX)0 
Floating rate subordinated 
capital notes due 1998 

The notes uOU bear intemt 
or fiX per annum tor the 
interest period 28 November 
1997 K) 27 February 1998. 
Interest payable on Z7 February 
1996 ttUl amount to US$151.67 
per US$10,000 note. 

Agent Morgan Guaranty, 
Trust Company 


s Den norske Bank 

Primary Capital Perpetual 
Floating Rate Notes 

In accordance with the prowMons of tihu Nooat. notice is hereby 
given that tor the Interest Period from November 28. 1997 to 
February 27. 1998 the Notes will carry an interest Rate of 
6.125% p-a. and the Coupon Amount per US.SIOhOO will be 
U.SXI54.83. 

November 27, 1797, Latoen 

Gotai+.NA (Corporate A*ursy ml TrwO./f«« Bank Ul/loJuTVO 


Kleinwort Benson 

Group pic 

ponaertr nebewt Beat linMe pit) 
U.S. 9100,000,000 
Primary Capital 
Undated Floating Rata Notes 

OS. $125^)00,000 

Primary Capital 
Undated Floating Rate Nates 
(Serfaaltoo) 

Foe the kiteraa Period November 
28, 1997 to May 2fl, 1998 ad the 
above Notes wH cany a Rate 
Of Interact of 6.3125% per 
armum with a ooupon amount of 
U5.S3W.13. 


Scc&t dTnvr um on mi 1 capclal vmablc 
Kcjdsnol Office )«&. Brtdrvwii 6e la JVmiir. 1.-33.V) l-uxrmbcwi; 

LC - Luxembourg B 72 ITS 

Tbe ftareboUcn orsvonkx Selection Rmd Ubc*CoiD|nay - > are hereby oonveno! Ihi 

EXTRAORDINARY GENERAL MEETING OF SHAREHOLDERS 

of ite Company *o be bcM m in re fin e red office at 14ft. Boutcvanl dc la Kuuik. 
UwanbiwB. a 14 JO pjm. on Mnxfcy. Oecenrixr 29, IW1, xsibr quotum pn»idcd (or 
by la* hu not boat reacted for be nm extraonflnary general meeting on November Jrj, 
1997. wbh rbe faflorag agenda: 


1. Modificadtai or utkJc 16 poragnph 4 of iho Amt** of Inoorponuran. w give a nc* 
drfhrlrinn of (toe e a r wr vrinn "QlglMe Scae". 

The new pangttpb win read at follow an -EtipMe Sm" ■ball m tan any counury 
whoever >0 Europe. America. Am. Afrm or Oceania uid Australia. 

2. Macdtesemn. . 


DccWore ire vaJUy atom ■ ,*cond aowxribwr, bcocxI mcaw a „ najeri,, ^ 
rwotenuoflteihwapmwxsorirpmaemed. * 

A rawed vaafon or be propound Antrim of brcopomiai la available for 
mda copy thereof may be obtained Prom Svenaka Hutdihantcn S.A. bv tcv 
duirluliki on nxyna. ■ ’ J 

Botdbaorbeam r « tera itoldd t ^ dirirU w ea«)e«a)diwp nora . fl -— 

teak rf itaete ctem: «d Ml be ateteed on foe bate of rfe 

SvtMfea BaadeUbaakeu SLA_ 

■4ft, Banlavaid da la Ktrune, 

L-2XW LtiZXMBOUKG 

Tbe Board of Denman 


Appointments 

Advertising 


appears lit the UK edition 
every Monday, Wednesday 
& Thursday and In the 
International edition 
every Friday. 

For further Infor ma tion 
please contact: 

Toby Ffnden-CroAs 
+44 0171 873 4027 


ByneOaalhBMffBa* 
Intel, AgMSak 

NmmMr27. tssrr 


U.S. $500,000,000 

lioyds Bank Pic 


Prbnanr Capted Undated 
FtoaOng Rots Notes (Sarto* 2] 

^ Btotam rnenhs, fiouerabtr 
^“^wvy.27, IMS, 
™ Notes wfl carry an Interest 
Wte ot 6J3626% pjl with a 
Coupon Amount of U A St 53JS 
Wynbte on ttobruny *7. 1988. 

BpIhCtaHHtttotaM 

_ i*»*£S£* 


NOTICE TO BONDHOLDERS 

Benpres Holdings Corporation 

Claeurporatod ui tbe Republic of the FKKppiiies with Bmiurf BabOityJ 

P1J249^60,696 

4^%Pert)etual Convertible Bonds 

- fetatwj in and wri pwymout* made to U.S* aquivafcnu. 1 
Pumazit to tbe ItHfamtura datad NimW 90 ran ■ - 

fm ~ every Bir * € S | sha ra« held. 
WteWnficonBMrata,,, 

OfferFtkxs F&46 
BaeordDats-. November IB, 1997 

IWltuDeraurbe, IB. 1807 

from 

MteambarST. fW7 
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There wi!i always be those 'who try ;c be 'ail 
things to all people’, but at Barclays Capital we believe 
that such a strategy lacks focus. It not only runs the 
risk of spreading resources and expertise too thinly, 
but also of pursuing a desire to be biggest rather than 
a commitment to be the best. 

That's why we have formed Barclays Capital. 

We’re still in investment banking. We’re still 
international and we’re still in the advice business. 1 
What's more, we. still have access to a $350 billion 
balance sheet, an AA credit rating and all the benefits 
that brings. Through greater integration of debt, lending 
and risk management products, we wili be more 
responsive, in the way we provide solutions. And be 
more innovative in the solutions we provide. 

Because only through the application of this 
focus, can we deliver a better service to our clients. 

Barclays Capital. Focusing our resources to focus 
on our clients’ business. 


\ 
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appeal ihemla These SBoMles Imam been previously 
^^«**Mnaxnaniappt^ Ma nH^ 


AUSTRIA 

1ABAK 


'/A \ 

Austria Tabak AG 

Offering of 

10,890,000 Ordinary Bearer Shares 


Joint GtobaJCoorcSnatars ■ 

Goldman Sachs International CA IB Investmentbank 


International Offering 

5,566,000 Ordinary Bearer Shares 

77* portion ot the offering was otlorod oofiadb the United States by the unOorstgnost 


Goldman Sachs International 


CA IB Investmentbank 


SBC Warburg Dillon Read 


Credit Lyonnais Securities 

Mediobanca - Banca di Credlto Finanzlario S.pJL 


Dresdner Kleinwort Benson 
Salomon Brothers International Limited 


Certain of these securities hem bean boU in the United states by ffw undersigned ki 
offerings pursuant to Rule 144A under the Securities Aciot 1933. 


Goldman, Sachs & Co. 


SBC Warburg Dillon Read Inc. 


Austrian Offering 

5,324,000 Ordinary Bearer Shares 

77* portion ot tha offering was ottered In Austria by the undersigned. 


Salomon Brothers Inc 


CA IB Investmentbank 
Goldman Sachs International 


Raiffeisen Zentralbank Osterreich AG 


Erste Bank 


Ratffeisenlandesbank Oberosterreich reg. Gen jn.b.HL 


Allgemelne Sparicasse Oberosterreich Bank AG 
Bank fur Arbeit und Wirtschaft Aktiengeseilschaft 
Osterreich ische Wilks ban ken- AG 


Atovember 1997 


Schoefferfaank AktiengeseHschaft 
Bank fur Oberosterreich und Salzburg AG 
Rahfeisenlandesbank Stelermark reg. Gerunii.H. 


This announcement appears as a matter of record only. 


$800,000,000 

Limited Partnership Interests 

Warburg, Pincus Ventures 
International, L.E 


A private equity investment affiliate of 

Warburg, Pincus & Co. 


The private placement of limited partnership interests in this private equity fund 
formed to make investments outside the United States has been arranged 
with institutional and individual investors. 


E.M. WARBURG, PINCUS 2? CO., LLC 


NEW YORK 


November 1997 


LONDON 


HONG KONG 
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; COMPANIES AND FINA WCE: EUROPE — 

Investor enthusiasm spurs Madrid’s privatisation prog raming 

Strong demand for Aceralia 


By Tom Bums in Madrid 

Strong domestic demand for 
Aceralia, Spain’s integrated 
steel group which completes, 
its privatisatlori nest week, 
has fuelled the Madrid gov* 
eminent 1 b plans far further 
disposals next year. 

Applications from retail 
Investors for AceraM were 
understood yesterday to 
have represented some 
Pta7,000bn ($46.9bn), more 
than eight times the total 
offered to s mall domestic 
investors. 

The bids came from 280^)00 
Spaniards, a figure com- 
fortably surpassed the gov- 
ernment’s target for a wide 
distribution of the steel 
group's shares. 

Individual investors have 


flocked to the privatisations 
this year of Repsol, . the 
energy conglomerate amf-oT 
Telefonica, the telecommuni- 
cations operator, as well as. 
the partial privatisation . of. 
Endesa, the power group. 

Their response to Aceralla 
has set the stage far a eeo 1 
ond round of big disposals in 
1998. 

The privatisation calendar 
next year will Include the 
sale of about 20 per coxt at 
Endesa, which is still 41 per 
cent state owned. In the first 
half of the year and the foil 
privatisation of Argentaria, 
the banking group in which 
tibe government controls 25 
per cent 

■ The Argentaria disposal is 
provisionally scheduled for 
J anuary-F eb ruary and the 


Endesa offering is Hfcely to 
take place in May. 

In the second half, the gov- 
ernment plans to sell -the 52 
per cent stake it owns in 

- Tabacalera,- the tobacco 
manufacturer and distribu- 
tor, and it could -also com- 
plete the fan privatisation of 

1 Privatisations are an 
important ingredient; of the 
“people's capitalism" plat- 
. form which was ushered fa 
by the centr&right Popular 
Party when it was elected 
last year. 

The sales will ease the 
burden of the central gov- 
eminent budget as it seeks 
to reduce its deficit- to com- 

- ply with European Monetary 
Union guidelines. • 

The planned 1998 dispos- 


als. added to those com- 
pleted this year, will earn 
SepL the state industrial 
holding, revenues of more 
than PtaS^OWm, which mu 
: be put aside to restructure 
state-owned lossmakers in 
the mining, shipbuilding and 
arms manufacturing sectors. 

The sale of the remaining 
52.8 per cent of Acerslia 
owned by Sepl fallows the 
acquisition of a 35 per cent 
stake fa the steel group by 
Arbed of Luxembourg in 
July and the disposal of far- 
ther stakes to domestic 
.Industrial partners. 

The privatisation, the last 
by a big European steel 
group, is aimed primarily at 
retail investors who are 
being offered close to 70 per 
emit of Sepi’s equity. 


A-L aims to 
create value 
from diversity 

Sergio Marchionne prefers to 
exploit synergies rather than 
break up Swiss conglomerate 

C onglomerates are out to television broadcasting 
of favour, and Sergio Nevertheless, , under Jacl 
Marchionne says it Welch, its charismatic chair 
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C onglomerates are out I 
of favour, and Sergio ] 
Marchionne says it ' 
would have been easy to 
give in to siren calls to split 
up Alusmss&Lonza after he 
took over as chief executive 
in April. Investment banks 
from the US and Europe 
were touting schemes that 
would “enhance shareholder 
value" by breaking up the 
diversified Swiss group. 

Instead, the directors 
announced in July their 
“commitment to Alusuisse- 
Lonza's highly diversified 
industrial status”. However, 
A-L needed a different struc- 
ture. Anticipating initial 
market disappointment, Mr 
Marchionne also revealed he 
had set the group some 
aggressive targets: com- 
pound earnings growth of 10 
per cent a year until 2002 
and a near-doubling of sales, 
from SF8bn to SFIShn 
($10.5bn), in that time, partly 
via acquisitions. 

Mr Marchionne sometimes 
wonders why he is pushing 
himself and the group's 
30,000 employees bo bard. “X 
could have sat back, kept 
things ticking over and bad 
a perfectly respectable, aver- 
age company," he says. He 
resisted that temptation 
because “we firmly believe 
that our management skills 
- both those we have today 
and those we are developing 
- can not only deal with 
diversity but con also yield 
optimal performance out of 
our businesses". 

He supports this view by 
pointing out that “the 
world's most valuable com- 
pany", General Electric of 
the US. is a vast conglomer- 
ate with interests from air- 
craft en gine manufacturing 

IBCA 
rating for 
Egypt bank 

By Mark Huband In Cairo 

Egypt's leading private 
sector bank has became the 
first in the country to be 
assigned a credit rating by 
an international agency. 

Commercial International 
Bank was assigned a BBS- 
long-term and A3 short term 
rating fay the UK-based 
IBCA rating agency. j 

CEB, the first Egyptian 
company to Issue its shares 
as a Global Depositary 
Receipt, is Egypt's fifth larg- 
est bank with a market capi- 
talisation of 31 bo. It has a 
16 per cent share of corpo- 
rate banking services to the 
private sector and its invest- 
ment banking and broker- 
age arms are also among the 
leaders in Egypt 
The h ank this year tapped 

international capital mar- 
kets to raise a $200m syndi- 
cated loan. 

• Egypt is planning to sell 
10 per cent of the profitable 
EgyptAIum aluminium com- 
pany. The sale is expected 
by mid-December, analysts 
say. 

EgyptAIum, which exports 
55 per cent of its output, has 
benefited from the realign- 
ment of prices, which saw 
primary producers limit out- 
put to reduce oversupply, 
between 1994 and 1996. 

The Egyptian producer is 
among Hip cheapest fa the 
world, with manufacturing 
costs of about $1,149 per 
ton, according to joint sell- 
ing agent EFG-Hermes. 


to television broadcasting. 
Nevertheless, under Jack 
Welch, its charismatic chair- 
man, it has proved remark- 
ably nimble in rethinking 
and restructuring its busi- 
nesses in pursuit of higher 

irmrgmn anil e&TTltagS. 

Mr Marchionne is one of a 
growing circle of non-Swiss . 
executives at the helm of 
some of Switzerland’s big 
companies. He is a Canadian 
banister and accountant, 
aged 44, who joined A-L in 
1994 after its US$555m acqui- 
sition of Lawson Mardon, a 
Toronto-based international 
packag ing group, where ie 
was chief financial officer. 
His move to the top at A-L 
was helped by the departure 
of two potential rivals: 
Georges Schorderet, who 
moved to Swissair; and Dom- 
inique Daman, deputy chief 
executive. 

Now that he .holds the . 
reins, does he see himself, as ' 
another Jack Welch fa the 
making? “There Is no short- 
age of managers. 1316 world 
has plenty of MBAs. But 
there are not enough lead- 
ers,” he says, admitting that 
he might eventually fall flat 
on his face. . . 

The strategy for A-L from 
now on is for each business 
to achieve “best in class” 
status, fa simple terms, that 
twwns malting sure.it does 
everything better than all its 
rivals- The management is 
also committed to ensuring 
that knowledge about best 
business practice is captured 
and shared across the whole 
group. This is where there 
can be synergy fa a conglom- 
erate, says Mr Marchionne. 

A-L also has a vast arsenal 
of technology resources that 
can be leveraged by being 
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shared, he insists. 

In oido- to make A-L more 
fleet of foot, changes are 
being made to the previous 
structure, which consisted of 
three operating divisions: 
packaging, which, in 1996 
accounted far 40 per cent of 
sales; aluminium. 27 per 
cent; and chemicals, 22 per 
cent. Packaging is being 
split into two: food & 
tobacco; and pharmaceuti- 
cals & cosmetics. The chemi- 
cals division is being simi- 
larly divided, a chemicals 
and specialities; and chemi- 
cal intermediates and addi- 
tives. Only the aluminium 
division, covering raw mate- 
rials to high-technology 
automotive components, is 
left as before. 


M r Marchionne sug- 
gests that each of 
A-L’s six sectors 
has the potential for global 
leadership. AH of them win 
be more technology- and 
market-focused. “AH of our 
businesses must be first fa 
dassr otherwise there would 
be no point to all this." 

The strategic review iden- 
tified some operations. 
mainl y fa the packaging 
division, that would not 
match up and would be 
worth more to some competi- 
tors. These businesses repre- 
sent some SF80Qm of turn- 


over, and Mr Marchionne 
says most of them will be 
sold by the end of this year. 

A-L is removing layers 
from its management struc- 
ture so there is a maximum 
of five between the executive 
committee and the shop- 
floor. Mr Marchionne says it 
is vital the message that A-L 
aims to be “best fa class" is 
clearly received by shopfloar 
employees. “Managers will 
go along with the strategy, 
of course. On the shopfloor 
■they look into your baby 
blue eyes and say to them- 
selves: Can I trust this guy?” 

Once “best in class" is 
achieved, A-L could add new 
businesses by acquisition. 
Shareholders who stumped 
up for new equity in the 
early 1990s after A-L's previ- 
ous strategic re-think - 
which resulted fa a substan- 
tial part of its aluminium 
operations being sold and 
several packaging busi- 
nesses being acquired - win 
be glad to hear that Mr Mar- 
chionne believes all growth 
can be achieved without the 
need to call on them again. 

Also, unlike Jack Welch 
and GE, “well stick to acqui- 
sitions with some affinity to 
our existing operations - 
there will be no television 
production for us." 

Kenneth Gooding 


Fortis net profits up 26% 


By Gordon Cramb 
bi Amsterdam 

Fortis, the Belgian-Dutch 
fl nflnriiii group, lifted nine- 
month net profits 96 per cent 
to EcuTOOm ($784m) after a 
strong contribution from 
MeesPierson, the Amster- 
dam investment bank 
acquired from ABN-Amro. 

The performance came in 
spite of a string of negative 
factors. Motor and fire insur- 
ance produced lower results, 
and the group took losses on 
sick pay cover in the Nether- 
lands. Expenses as a percent- 
age of premiums rose on the 
insurance side, and in bank- 
ing the ratio of costs to reve- 
nues was also slightly up. 

Exchange rate effects clip- 
ped EcuI3m from net earn- 
ings, as both tbn guilder and 
the Belgian franc were down 
I against the European cur- 


rency basket fa which Fortis 
reports at group level. 

Operating results from its 
mainstay banking operations 
in Belgium were down 5 per 
cent at Ecu315m. 

“Low interest rate levels 
and heavy competition 
prompted repricing in cred- 
its. At the same time inter- 
est rates on savings are 
under pressure due to com- 
petition," it said. 

North of the border, Fortis 
is to withdraw its current 
line of Dutch sick pay poli- 
cies from the end of the 
year, launching a replace- 
ment which it hopes will be 
profitable. 

However, it said: “Mees- 
Pierson is performing even 
better than expected.” 
The business more thaw tre- 
bled the operating result for 
Dutch banking, at Ecu215m 
against EcufiTm. In particu- 


lar, it described equity 
and derivatives trading 
by the new unit as suc- 
cessful. 

Insurance activities fa the 
US recovered from a 1996 
dip, with both life and 
healthcare products coming 
back weU, it said. Automo- 
tive cover worsened in Spain 
but Improved in Australia. 

Tbe Brussels-listed Fortis 
AG recorded net earnings 
per share of BFr33l com- 
pared with BFr263, while the 
Utrecht-based Fortis Amev 
turned in FI 4.24 a share 
against FI 3-33. 

The group held to a fore- 
cast that these should show 
a full-year rise or 15-20 per 
cent and said that the boost 
this month to its stake in 
Belgium's ASLK-CGER Bank 
would have a positive effect 
on earnings, apparent from 
next year. 


Bank Hapoalim ahead 14% 


By AvI Mactdis In Jerusalem 

Bank Hapoalim, Israel's 
biggest bank, said net pro fi ts 
rose 14 per cent during the 
first nine months of 1997 
because of improved returns 
from financing activities and 
falling provisions for doubt- 
ful debts. 

Net profits rose from 
Shk734m for tbe first three 
quarters of 1996 to Sbk839m 
($237m) this time. Eamfopo 
per share rose from Shk0-60 
to Shk0.68. 

Profit from financing 
activities before provisions 


for doubtful debts rose 5 per 
cent to Shk££2bn. Provi- 
sions for doubtful debts 
dropped 26 per cent to 
Shk558m over the same 
period. Provisions . have 
declined -steadily this year 
since the end of an agricul- 
tural sector debt crisis. 

In tbe third quarter, net 
profits slipped 10 per cent 
from Shk286m. or Shko.23 
per share, to Shk258m, or 
ShkO.21. Excluding capital 
gains of Shk86m fa the third 
quarter last year, net profits 
rose 29 per cent over the 
period. 


The state recently sold a 
43 per cent controlling stake 
in Bank Hapoalim to a group 
of investors headed by Ted 
Arison, the US-Israeli bilHon- 
aire. for USjl.37ba. 

• Israel Discount Bank, the 
country's third largest, said 
that net profits fell 19 pe r 
cent from Shk237m in the 
first nine months of last year 
to Shkl92 this year. This 
year's figures include 
Shk84m for a voluntary 
retirement programme 
Excluding that, net profit 
rose 17 per cent fa the first 
fane months. 
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COMPANIES AND FINANCE: EUROPE 


EUROPEAN NEWS DIGEST 

GAN losses now 
put at FFr40bn 

^eFVencii government yesterday revised upward 
«*mates of accumulated losses at GAN. the troubled 
^tfrownwi insurer, to about FFr40bn ($6.78bn) since 
Pi eompares with the FFxSShn disclosed by 

jtan Arthuis. the then economics and finance minister, 
I**?** jounced a rescue plan for the group in Febro- 
my . It came after GAN said recently it would be required 
to take an additional FFrlbo in provisions in its fan-roar 
results. 

However, the French government denied reports in the 
newspaper Le Parisien that the losses cooM he as Wg<h »« 

FF^bn, which triggered a A69 per cent fall in the shares 

to FFr132. GAN said, that “in view of the jnfrvrma^nn cm-, 
rentiy available", it would report a net profit for 1997. 

Trie Cour dee Comptes. the national accounts watchdog, 
confirmed it was conducting an inquiry tntr> GAN. but 
stressed that the fin di ng s had not been made public and 
that the research was part of its regular «»T«.m*n»Hnna 
into publicly-owned enterprises. 

The COB, the stock market watchdog, said it had exam- 
ined the accounts produced in 1993 for UIC. the group’s 
loss-making property lending subsidiary, »n^ pw^ 
information to the public prosecutor’s office, but con- 
cluded that the directors not willingly ehoafaH inves- 
tors over the accounts. 

The reactions yesterday triggered a new round Of politi- 
cal debate over the management and rescue of GAN. with 
Georges Sarre. a deputy for the Citizens' Movement party, 
calling for a parliamentary inquiry. His comments «irw» 
after the National Assembly voted last week in favour of 
a FFr9bn state guaranteeon losses at GAN, as part of the 
rescue plan. Andrew Jack, Paris 

■ The French government will today lanwrft the widely- 

expected sale of GIC, the regional hanirtng r group aT * H 
GAN subsidiary. It said it hoped to choose a hays' by the 
end of March. Hie finance ministry said it would hold a 
trade sale of a majority of the stake held by GAN, leaving 
the insurer with 20 par cent Reuters, Paris 

■ ISRAEL 

Chemicals boost holding group 

Israel Corporation, one of Israel’s largest holding compa- 
nies, yesterday reported a return to profit during the third 
quarter in spite of a decline in profits over the nine 
months. 

Net profit for the latest quarter was ShkS6.6m ($l&2m) 
compared with a loss of S hki0 -2m for the same period last 
year. Revenues rose from Shk832.6m to Shkaasm, with 
growth coining from Israel Chemical. Israel Corporation’s 
most important subsidiary. 

Earnings per share jumped from ShkL84 to SbklO-14. 
Net profits over the nine months fell from Shk 43.7m last 
year to ShkSlAn, with earnings per share slipping from 
Shk7.84 to Shk5.62. Revenues rose slightly, from Shk2.7bn 
to Shk2.71bn. Judy Dempsey, Jerusalem 

m ONUNE SERVICES 

AOL Bertelsmann buy cleared 

Germany’s Federal Cartel Office has approved the acquisi- 
tion by media group Bertelsmann and America Online of 
the European online services of CompuServe, of the US. 
The two, known as AOL Bertelsmann, announced the deal 
in September. 

Bertelsmann said yesterday the acquisition moved it a 
step closer to rivalling Deutsche Telekom as Europe’s 
largest online services provider. Taken together, AOL 
Bertelsmann and CompuServe will have about L5m 
subscribers in Europe, compared with L71n at Deutsche - 
Telekom. . AFX News, Hamburg 


Comments and press releases about international 
comp an ies coverage can be sent by e-mail to 
mtema ti o n a L compar ae s@ft.com. 


Moyne 

faces 

damages 

claim 


By Greg Mcfvor 
tn Stockholm 

Trustor, the Swedish 
investment company at the 
centre of a SSx620m 
($80-5m) fraud inq ui ry, said 
yesterday it planned to 
launch an action for dam- 
ages against Lord Moyne, 

Trustor's former pimtnnan 

The company's sharehold- 
ers, seeking to fill a hole of 
up to SKr485m in Its bal- 
ance sheet, approved an 
action for damages against 
Lord Moyne last week. 

Otto Rydbeck, Trustor's 
legal adviser, said the com- 
pany hoped to apply for a 
writ to a Stockholm court 
next week. The writ would 
need to he served on Lord 
Moyne, who divides his time 
between his office in London 
and his home in Ireland. 

Trnstor is also considering 
suing Lindsay Small bone, 
Lord Moyne’s business part- 
ner and Trustor’s former 
managing director. How- 
ever, Trustor stressed the 
immediate priority was the 
action against Lord Moyne. 

Mr Rydbeck expressed 
confidence that any success- 
ful Swedish damages 
could be enforced against 
Lord Moyne in the UK. 

BjOrn Bj&msson, Trustor's 
acting managing director, 
said the company held Lord 
Moyne and Mr Smallbone 
personally responsible for 
the alleged misappropria- 
tion of Trustor assets. 

“They were the ones who 
signed the original transfer 
[of funds] out of Barclays 
Bank in Landau." be said, 
adding that the damages 
demand would be “substan- 
tial". 

Some SKr68m is still miss- 
ing out of the SKr620m 
which was t ransf erred out 

of the company's control in 
the summer. 

A further SKr417m lodged 
with a Trustor account in 
Luxembourg is the subject 
of legal action. Lord Moyne 
says he paid the money into 
the account to secure Trus- 
tor's funds. 

Trustor shares held in 
Lord Moyne’s name, corre- 
sponding to 5L8 per cent of 
the voting capital, were last 
month frozen by a Stock- 
holm c ourt as security for a 
damages claim. The stake 
cost SKr240m in June. 

Both Lord Moyne and Mr 
Smallbone deny any wrong- 
doing. They were unavail- 
able for comment yesterday. 


Fund backs Croatia group 


By Jonathan Ford in London 

An investment fund backed 
by the European Bank for 
Reconstruction & Develop- 
ment has made the largest 
private equity investment in 
Croatia. 

The East European Food 
Fund, which was established 
twayears ago to pioneer pri- 
vate equity investments in 
central Europe, has invested 
g7m in Mag-mfl, a privately 
owned Croatian distribution 
company founded in 1989. 

The move confirms a trend 
among western investors to 
back unlisted entrepreneur- 
ial companies in central 
Europe. This reflects a short- 
age. 'of. such, investments an 
the region's stock markets, 
which are dominated by 
large privatised utilities and 
industrial groups. 


Magma was' estab l ish e d by 
its current owners, Goranko 
and Biba Fizuhc. and is the 
Croatian distributor for a 
number of western groups 
such as Kellogg’s, Johnson & 
Johnson and Hasbro, the US 
toymaker: - 

The Zagreb-based group 
has also expanded into toy 
retailing and controls the 
largest drain of toy shops in 
central Europe. Sales have 
grown at more t ha n SO per 
cent for the past two y ears, 
and Magma expects profits 
of about in 1997 on sales 
of $35m. The company plans 
to use the money to expand 
into food retailing: 

In return, for its capital, 
the fund has received a 25JJ 
per cent shareholding in 
Magma. It is planned to float 
the company in the next 
three yearn. 
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Boris Zenic, an adviser to 
Robert Fleming, the UK 
investment bank that 
advised Magma on its capital 
raising, said the deal showed 
how the Croatian private 
equity sector Was changing. 
Initially seen as a method to 
privatise smaller state- 
owned entities, investment 
was now being directed 
towards small private com- 
panies that had never been 
in the state sector, he said. 

Several mainstream inves- 
tors, mostly from the US. are 
also seeking to raise funds to 
invest in private equity in 
central and eastern Europe. 
Among the largest is the 
g29Qm Mfllennimn Fund, set 
up last year to make invest- 
ments in Russia by AIG, the 
US. insurance group, and 
Brunswick, the Moscow 
investment bank. 


Briluimiu 


525,000,000 
Floating rate notes 
due May 2000 

For the period 28 Nocember 
J997 to 27 February E88 the 
notes tali bear interested 
7.85% per annum. Interest 
payable on the relevant 
interest payment date 27 
February 1998 wiB amount to 
Sl.957J2perS100.000 note. 

Agent Morgan Guaranty 

Dust Company 

JP Morgan 


SmRhKIIne Beecham PLC 
Routing Rate Unsecured 
Loan Stock 
1990/2010 

MBttEtRalK 7S0%parannun 
Interest Pwtxt Isl Dec 19971D 
aid Utah 1998 

Midland Bank pic 
Agent Bank 


AGF chairman sticks to his guns 

Antoine Jeancourt-Galignani says Allianz deal is in shareholders' interests 

A ntoine Jeancourt- to find another full bid [in 
Galignanl, the chair- response]." 
man of the French He denies that he ever 


A ntoine Jeancourt- 
Galignanl, the chair- 
man of the French 
insurer AGF and one of the 
country’s most outspoken 
advocates of “Anglo-Saxon” 
style capitalism, sees no 
need to retract his views 
after the defensive "white 
knight" takeover of his 
group by Allianz of Ger- 
many. 

He may have played to the 
Gallic political gallery in his 
lobbying efforts in the past 
few months to take control 
of the state-owned group 
GAN - stressing the impor- 
tance of maintaining a 
strong insurance pole based 
in France to rival his com- 
petitor Axa-UAP. 

But he argues that the 
deal he negotiated with Alli- 
anz - in response to a hos- 
tile FFr55bn (J9.3bn) bid by 
Generali of Italy - has been 
in the interests of his inves- 
tors. Tm proud, whatever 
happens, to have brought an 
offer fovonrable to share- 
holders." he says, s it t in g in 
> his spacious, modem office 
in central Ptuis. 

Mr Jeancoort-Galignani 
steered AGF to privatisation 
last year without the classic 
French techniq ue of building 
a "noyau dur”, or core group 
of shareholders Hnkrei by a 
formal pact, which would act 
as protection against hostile 
bids. 

“A noyau dur can never 
stop a highly priced full 
bid,” be says. "It can be use- 
ful against someone who 
tries with a 12 per cent stake 
to say they are the boss. If 
there is a frill bid, you have 


to find another full bid fin 
response]." 

He denies that he ever 
attempted to enlist the 
French government in his 
efforts to avoid Generali's 
clutches. Or even that he 
expected the authorities to 
help, in spite of France's 
past reputation for political 
interventionism in the cor- 
porate sector. 

Even so. Dominique 
Strauss-Katm, the minister 
of finance, economics and 
industry, has still not for- 
mally approved the Generali 
takeover - a decision the 
minis ter stresses is purely 
for technical reasons to view 
of the complexity of the offer 
and the size of the compa- 
nies involved. 

The stalling certainly 
helped AGF buy time in its 
hunt for a “white knight". 
The search would not be 
easy. Francois Pinault, the 
financier who launched a 
hostile bid for Worms, the 
French holding company, 
had already proposed taking 
a 25 per cent stake in AGF in 
exchange for Worms’ insur- 
ance subsidiary Ath ena. The 
combined group could then 
bid for GAN. 

But the AGF chairman 
considered the price too 
high. Mr Jeancourt-Galig- 
nani felt that it would have 
been “unusual 1 * for a Euro- 
pean insurance company to 
have an individual investor 
and could have caused prob- 
lems if the stake was ulti- 
mately sold on to someone 
else. 

He was forced into rapid 
reflection after the Generali 





Antoine Jeancourt-Galignani: AGFs loss of independence 
‘was probably unavoidable* t . 


bid - which he says was nei- 
ther preceded by nor has 
subsequently led to any dis- 
cussion with Antoine Ber- 
nheim, head of the Italian 
insurer. “Swallowing my 
pride.“ he says, he even 
attempted to set up a meet- 
ing - but it was cancelled by 
the other side. 


H e was tempted by 
the idea of making 
an accelerated bid 
for GAN - funded by offer- 
ing 20 per cent of AGF 
to another partner - to cre- 
ate a combined group that 


would be larger and less 
digestible for a raider. But 
discussions with French. 
British. Dutch and US finan- 
cial services groups came to 
nothing. 

Meanwhile. Allianz had 
reappeared on the scene. 
Late last year, six months 
after the privatisation, it had 
already proposed taking 
per cent of AGF's capital. 

At the time. AGF wanted 
to remain independent- Now, 
with a lack of clear 
alternatives, Mr Jeancourt- 
Galignani says he was 
impressed by the willingness 


of Allianz to negotiate. 

The German group 
pledged to keep AS per cent 
of AGF’s shares quoted; 
maintain the headquarters 
in Paris; have a minority of 
representatives on the beard; 
and even appoint an inde- 
pendent director to oversee 
transactions between AGF 
and Allianz. In exchange. 
AGF would pay about 
FFrTbn to acquire Allianz's 

easting French business, 

S uvb written commit- 
ments will soon be 
made public. But the 
AGF chairman concedes that 
there will be nothing on 
paper about how long Alli- 
anz guarantees to maintain 
its stake ut just 51 per cent, 
the mandates of directors or 
huw long the proposed board 
composition will last. “1 
think they really mean it," 
he says simply. 

As for Generali, Mr Jeon 
court-Galignani is offering 
the company little by way of 
a consolation prize to stave 
off a higher counter-hid. He 
argues that “all options are 
open" on AMR, the Gorman 
insurer jointly controlled 
with Allianz. “We would be 
very happy to keep It. Maybe 
we could decide not to go for 
GAN any mart 1 ." 

'Tm sorry that AGF has 
lost its independence." he 
says. "But it was probably 
unavoidable with the 
restructuring uf insurance, 
especially among European 
players and in the Euro 
zone." 

Andrew Jack 
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T) help somerhint: ltow. you must hnve 
an undvr-tandirm or what it wants to become. 


. BWAY. 

Corporation 

. A- business built 
through shared vision 
for growth. 


In long-standing relationships, each partner conies to understand the 
other’s needs and goals. With this understanding, opportunities can be 
recognized and growth can occur. Eight years ago. Bankers Trust 
saw an opportunity for Brockway ’s management and other interested 
industry investors to purchase Brockway, a manufacturer of general line 


I ^BankersTrUSt metal containers, from the Owens-Illinois Corporation. Beginning with 

— : ... a leveraged buyout, and continuing through several acquisitions and 

an IPO, Brockway, now known as BWAY, found in us a financial advisor committed to understanding 
their business and sharing their vision for growth. It was this collaboration that helped make 
BWAY the leading manufacturer of general line metal containers in North America. Wb welcome 
the opportunity to discuss how we can develop equally innovative solutions to your financial challenges. 


A Bankers Trust 

Architects of Value 
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Rebuilding the Reichmann empire f 

Canary Wharf s original developer is back and plans to complete the project within seven years 


C Tanary Wharf, the 
once derided £4bn 
($6.7bn) construction, 
project built on the site of a 
former b anan a warehouse in. 
London’s docklands, must be 
a bittersweet sight to Paul 
Reichmann, its Canadian 
creator. 

Mr Reichmann, 67, is 
watching as his imaginar y 
City of London East, as he 
had wanted to call the proj- 
ect, rises in concrete, steel 
and glass jU3t east of the Isle 
of Dogs, ha offlcee and retail 
spaces nearly fun 
Canary Wharf no longer 
belongs solely to Mr Reich- 
mann His family company, 
Toronto-based Olympia & 
Toik, collapsed in the early 
1990s, brought down partly 
by its commitment to the 
London project which was 
placed in receivership by its 
bankers in 1992. 

Although his personal 
stake in the project is now 
just 5 per cent, Mr Reich- 
mann remains at the hpiw of 
the development company 
which this week announced 
plans to build the remaining 
two-thirds of the project. 

Development of office 
space will resume nest year, 
with the aim of tripling the 
size of the complex in the 
next seven years. 

And it is not just In Lon- 
don that Mr Reichmann is 
making a comeback. One of 
his family's companies plans 
to revive three ambitious 
projects in Mexico City 
which were shelved in 1994 


due to the peso crisis. 

“We are taking thgm out 
of mothballs,'’ he says. 

Speaking for the first time 
since be led an investment 
consortium to bny back 
Canary Wharf in 1996 from 
the bank receivers, Mr 
Reichmann said that be was 
now a more cautious devel- 
oper than he had been before 
Canary Wharf was con- 
ceived. "It would be very sad 
if I did not leam from my 
mistakes.” 

But his underlying strat- 
egy in property development 
remains unchanged: that 
occupiers wQl move to the 
most efficient space. They 
will pay more and travel fur- 
ther for better product 

"If you create a product 
with an ambiance that is 
better than anything else 
around, that will generate 
more development In the 
surrounding areas.* 1 he says. 
"That isn’t true everywhere, 
but it is true in the areas 
where the existing product is 
not high quality.” 

His vision for Canary 
Wharf in 1987 was knocked 
off-course by sky-high inter- 
est rates, a severe recession 
and by the failure of the UK 
government to build prom- 
ised rail links to the area. 

But above all, it was 
undone by the biggest build- 
ing boom ever in the City of 
London financial district by 
rival developers who also 
realised the capital's need 

for modem office space. 

Mr Reichmann decided to 



Oat of mothballs: speculative development in Docklands will resume next year MMyMMod 


invest in London's derelict 
docklands following several 
visits in the mid-1980s, 

"I visited a city with office 
buildings that were out- 
moded,” he says. 

"I did my own personal 
survey. 1 asked them could 
they operate long term in 
the buildings they are In. 
Nineteen out of 20 gave an 
unequivocal no.” 

He plans a similar 
approach in Mexico City, 
which, like London 10 years 


ago, is almost devoid of high- 
quality office space. 

Land lias already been 
cleared for a 50-story, SSOOm 
building near Mexico City's 
Chapul tepee Park, one of its 
most prestigious addresses. 
The project is a partnership 
with- 1C A, the Mexican com- 
pany. and will be built on a 
speculative basis without 
any pre-agreed rentals. Mr 
Reichmann intends to buy 
out the stake of his 25 per 
cent shareholder, George 


Soros, who is also an inves- 
tor in Canary Wharf. 

He is also planning two 
other ambitious projects in 
the Mexican capital, one of 
which will be in Santa Fe, a 
new business district several 
miles outside the centre 
where rents will be half 
those at Chapultepec. 

Large Mexican Hawire are 
the target client Cor this 
development, for which 
100,000 acres have already 
been acquired. 


The other is planned for 
Alamelda Parc, next to the 
Opera and near the Presiden- 
tial Palace, a she levelled by 
the 1985 earth qu a ke . 

Other property projects 
include a venture with 
Barry, his son,.caBed Cen- 
tral Park Lodges to build 
retirement homes in the OS 

and Ca naria 

Last May, it split its nurs- 
ing and retirement homes 
divisions ahead of spinning 
off its nursing homes divi- 
sion into a Real Estate 
Investment Trust a US pub- 
licly traded company with 
tax advantages for investors. 

Mr Reichmann says he 
was in negotiations to buy 
other US properties and 
some of these may later be 
packaged into a RETT. 

He demurs on whether he 
envisages the transforma- 
tion of the Reichmann fam- 
ily empire into a publicly 
quoted vehicle. 

The transformation of 
property ownership in the 
US from private developers, 
such as hims elf, to pu blic 
companies such as REITs “is 
tremendous because it -pro- 
vides capital’'. - • 

But he says REITs are for 
flnanHal engineering, not 
visionary development. 
"Development is a business 
where yon can't go by the 
book. The great property 
developments will be devel- 
oped by individuals, not by 
RESTs.” 

Norma Cohen 


You want a 



degree of safety. 


Among ilie manv sound reasons whv 


international Ixmd investors should lake a close look at German Pfandhriefe, the 
most obvious is safely. Issued lo refinance mortgages or public-sector loans. Pfantl- 
liriefe - whit’ll account fur nearly 40 9r of the DM 4 trillion German liond market — 
are governed hy a strict legal framework. For example, they can only lie issued hy 
specially authorized banks whieli themselves are also liable for each issue. More- 
over, Pfandhriefe must always he covered hy separate pools with at least identical 
yields and maturities. What's more. Pfandhrief issues are monitored by a stale- 
appointed trustee. The record for investor protection? Pfandhrief investors have 
never missed aii interest or principal payment. And these itonds — whether Jumbo 
Pfundbriefe or traditional Pfandhriefe — generally offer a yield pick-up over Bunds, 
with opportunities, for spread trading. Trading and transparency are enhanced 
by the IBIS-R and GDO electronic systems and hv the PEX Index. So. if your 
priorities call for safely, yield, liquidity and a stable currency, consider the Pfund- 
briefe issued hy Germany's private mortgage ! tanks. 

For further information almul German Pfandhriefe please contact The Association 
of German Mortgage Bunks fVDH l in Bonn. Germany. Fax (+228) 9 59 02 44. 


The German Pfandhrief 

Solid from the ground up 




GERMANY'S 
MORTGAGE BANKS 

DEPFA-BANK, WIESBADEN 

8AYERISCHE VEREINSBANK AG. MtlNCHEN 

HYPO-BANK, M0NCHEN 

DEUTSCHE HYP. FRANKFURT 

FRANKFURTER HYPOTHEKENBANK 
CENTRA LB ODEN AG, FRANKFURT 

RHEINHYP, FRANKFURT 

BERLIN-HANNOVERSCHE HYPOTHEKENBANK AG, 
BERLIN AND HANNOVER 

DEUTSCHE G ENOSSEN5CHAFTS-HYPOTHEK6N- 
BANK AG. HAMBURG 

HYPOTHEKENBANK IN ESSEN AG. ESSEN 

BAYERISCHE HANOELSBANK AG. M0NCHEN 

ALLGEMEINE HYPOTHEKENBANK AG, FRANKFURT 

WESTHYP, DORTMUND 

WORTTEMBERGER HYPO. STUTTGART 

HAMBURGHYP, HAMBURG 

SODDEUTSCHE BODENCREDITBANK AG, MUNCHEN 

DEUTSCHE HYPOTHEKENBANK (ACT.-GES-). HANNOVER 

MONCHENER HYPOTHEKENBANK EG. MUNCHEN 

NURNBERGER HYPOTHEKENBANK. NORNBERG 

DEXIA HYPOTHEKENBANK BERLIN AG. BERLIN 

RHEINBODEN HYPOTHEKENBANK AG . KOlN 

NORDHYPO BANK, HAMBURG 

SCHLESWG-HOLSTU NISCHE IANDSCHAFT 
HYPOTHEKENBANK AG, KIEL 

BFG HYPOTHEKENBANK A6. FRANKFURT 

LGBECKER HYPOTHEKENBANK AG. LUBFCK 

WL-SANK. MONSTER 

WUSTENROT HYPOTHEKENBANK 
AKT1ENG E5EU5CHAFT, LUDWK35BURG 

M.M. WARBURG S CO HYPOTHEKENBANK AG. 
HAMBURG 
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AT&T to sell 
paging unit 

not central to its focus on telecommunications. .The group 
“has an aggressive effort under way to ens ure Om t** 5 
pa^o taSes only bostaessesttat are central to our 
cozunmmoations services strategy , it said. 

The group was "exploring options regarding the mes* 
aging business which could result in a decision to sell the 

^Analysts estimate the business could be worth 

8450m. With 2m customers. AT&T’s paging service is the 

ninth largest in the US. Growth in the pa^ng bupness 
has been slowed by the rising popularity of cellular tele- 
phones. 

Over the past year, AT&T has sold businesses worth 
about $2ba The group is currently seeking buyers for its 
credit-card operations and a unit that provides customer 
services and telephone help desk services to large busi- 
nesses. 

AT&T is also' selling its 45 per cent stake in UN Televi- 
sion. UN is being acquired by Dallas-based buy-out firm 
Hicks, -Muse, Tate & Furst in a proposed $l-9bn deal 
Analysts said that they expected Michael Armstrong, 
AT&T chairman, who joined the company last month, to 
farther-streamline operations. 

Louise Kehoe. San Francisco 

m m&a 

SBC unit in Argentine venture 

SBC Warburg Dillon Read, the investment b ankin g arm of 
Swiss Bank, has formed a partnership with Infupa, a lead- 
ing Argentine mergers and acquisitions adviser. 

SBC, w hich recently acquired Banco Omega in Brazil, 
fu»q been building its emerging markets capabilities. 

Infupa Has sp ecialise d in M&A and privatisations, closing 
eight deals this year. Zt is currently working on 20 more. 

Xhftzpa and SBC Warburg have agreed to work exclu- 
sively with each other on the origination and execution of 
mergers and acquisitions in Argentina, as well as on 
selected capital market transactions. 

George Graham, Banking Ediior 

m ALUMINIUM 

Reynolds to sell European mills 

Reynolds Metal*, the US aluminium producer, is to sell its 
European rolling mill operations to Germany's VAW alu- 
minium. No price was disclosed, although Reynolds said 
that the deal would not have a material impact on the 
financial results of its ongoing business. 

Thp operations being sold include Reynolds Aluminium 
Deutschland, in Hamburg; Reynolds Italy, in Cisterna; 
and Industria Navarra del Aluminio, in Inmzun, Spain. 

Reynolds has been looking at streamlining its business, 
and has already sold a number of operations. It said that 
the latest disposal was part of the previously-announced 
portfolio review. Nikki Tail. Chicago 

■ BRAZIL 

Sell-off to raise R$323m 

SrazQ-wffl' today.privafise Centrais Eletricas Matogros- *" 
sense (Cemat), the Mato Grosso state power company and 
the utility seen as having among, the rosiest growth pros- 
pects in the country. Consultants to the privatisation said 
that Cemafs market of 490,000 consumers and 23m mega- 
watt hours a year was expected to grow by 11.3 per cent a 
year. 

Mato Grosso state is selling off 86.91 per cent of the util- 
ity’s total capital, as well as 2.076 debentures for a ■mini- 
mum price of R$323.3m ($293An) at an auction on the Rio 
de Janeiro stock exchange. 

The debentures are convertible into Cemat ordinary 
and preferred stock held by federal power holding Eletro 
bras, the investment arm of Brazil's National Develop- 
ment Bank. . Reuters. Rio de Janeiro 

■ TELEFONICA DE ARGENTINA 

Injection for mobile phone unit 

Telefonica de Argentina, the Argentine telecommunica- 
tions company, is to inject $GOm into Its 50 per eent-owned 
Miniphone ceUularpbone company. 

In a filing with the Buenos Aires Stock Exchange, Tele- 
fonica said its board approved the proposal yesterday. It ; 
did not provide farther details. 

The consortium of Telecom Argentina, Stet and France 
Telecom, which owns the other half of Miniphone, last 
week said it would inject $60m into the company. 

The Argentine company, created during the 1990 priva- 
tisation of state monopoly EnTeh provides telecoms ser- 
vices for the southern half of the country. It is 54 per cent- 
o wned by a company equally held by Telefonica de 
Esparto and Argentina's CE1 Citicorp Holdings. 

AP-DJ, Buenos Aires 

■ RETAIL 

Holiday spending forecast to rise 

US retailers are gearing up for Friday’s official start of the 
holiday shopping season, hoping that strong consumer 
confidence and a healthy economy will mean a cheerful 
ring at the cash register. 

Analysts and retail experts estimated that holiday 
spending would be up between 5 per cent and 6 per cent a 

stronger pace of growth compared with a 3.7 per cent rise 

in sales in the 1996 season and 3.2 per cent in 1995. 

“The average sales pace is going to be stronger thaw the 
last couple of years, not dramatically so but modestly so - 
said Michael Niemira, economist at Bank or Tbkyo-Mitsu- 
bishL “The consumer fundamentals are strong." 

Traditionally, about one-third of holiday shoppers flock 
to the malls and stores the day after Thanksgiving 
according to Dan Bethlahmy. retail marketing dirertor for 
American Express. 

Retailers dub the day “Black Friday” in reference to 
hopes for profitable black ink on the books after a robust 
day - Reuters. Chicago 


first Bank System, Inc. 
US$200,000,000 

Subordinated floating 

rate notes due 2010 

Notice is hereby glow men for 
the interest period 28 
November 1997 to 27 February 
1998 (he notes ubS cany an 

Interest rate of $.1875% per 

annum and that toe interest 
payable on ifw relevant 
Interest payment date 27 
February 1998 will amount to 
USSJ56.4I per USS10.000 note 
and V5S3.9I0.16 per 
USS256.000 note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


Wells Fargo & Company j 
US$200,000,000 
Floating rate subordinated 
notes due 2000 

in accordance mitt] the 
provisions of the notes, notice 
•s hereby gtom thar /bribe 

Interest period 28 November 

1997 lo 31 December 1997 toe 
HOWS Will Carry an interest na e 
of 5.8125% per annum. Interest 
payable or «>e relevant Interest 
payment date 31 December 
1997 mV amount to USSS3Z8 
per USS10.000 note and 

OS2S6.40 per USS50.00Q note 

JPMorgan 
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COMPANIES AND FINANCE: UK 


By Andrew Taylor and 

Edgecfiffe-Johnson 
Jn London, and David Owen 
In Paris 

LaferRa, the Preach building 
materials group, swooped 
j&to the market yesterday to 
Jay 295 per cent of Redland, 
after securing its UK 
rival’s agreement for a 
£15bn ($3.04bnj takeover. 

The purchases were made 
just hours after Redland 
Rectors agreed to accept an 
incre ase in Lafarge’s offer 
from 82Qp to to 3fip a share. 

Most institutional share- 


e buys up 29.9% of Redland 


holders of Redland contacted 
yesterday said they would 
accept the improved offer 
which they regarded as the 
best in the rircuastanefes. 

Redland had planned, a 
Elba cash hand-out to share- 
holders as part of its final 
defence document, which 
would have been published 
' yesterday bad it not been for 
the decision to support 
Lafarge’s revised terms. 

The cash was to have 
come from the £900m sale of 
56.5 per cent of RBB. 
Europe’s largest roof tile 
maker, to German minority 


holders. They had also 
signed a letter of Intent to 
buy Redland’S Asia Pacific 
roof tile interests for £50m. 

In addition, Redland said 
it had been In negotiations 
to sell its US aggregates 
business for up to $lbn but 
declined to name the pro- 
spective purchaser. 

The disposals, however, 
would have left Redland as a 
highly geared UK and 
French aggregates operation 
with no certainty of generat- 
ing cash for shareholders 
until early next year. 

Rudolph Agnew, Redland’S 


chairman, praised the- role of 
Robert Napier, chief execu- 
tive, in the negotiations. He 
said:. "This increased offer 
delivers greater value, cash 
and certainly to our share- 
holders.” Mr Napier, who 
has been criticised by share- 
holders, is expected to stand 
down following 1 the takeover. 

Some investors, however, 
expressed surprise and- dis- 
appointment that Redland 
had not been able to extract 
a higher price from Lafarge 
or potential rival bidders for 
parts of the group. 

One of the largest said: 


“We think the company is. 
worth more but that’s Ufa. 
Market confidence In the 
current management is so 
low that if the bid weren't 
there the share price would 
be a lot lower." Its shares 
yesterday rose ttip'to S3&4p. 

. The deal will increase 
Lafarge’s turnover by 50 per 
cent to about FFrSObn 
($io.5bn) and raise the num- 
ber of Its employees to 
68,000. The transaction is 
being financed by debt, with 
the result that by the end of 
1987 gearing is expected to 
reach 95 per cent. 


The French stock market 
welcomed the deal, 'with . 
Lafarge shares climbing 
FFr&60i or US per cent to 
FFr380.2 - double the 
increase recorded by the 
benchmark CAC 40 index. . 

But analysts, were divided. 
Jean-Hugues de Lamaze of 
Credit Suisse First. Boston 
said the acquisition -was "a 
good thing”. He. said the 
countries covered by the two 
groups . complemented each 
other well. By contrast, 
Arend Dikkers of Salomon 
Brothers, said the companies 
had few real synergies. 


Sterling sours T&L outcome 


By Maggie Urry 

Tate & Lyle blamed the 
frcngth of sterling for a fell 
in profits in the year to Sep- 
tember 30, and said the 
starch and sweeteners group 
was “poised to improve 
returns”. 

Pre-tax profits fell from 
£27&3m to £24U3m ($407 An) 
before exceptional changes of 
£82m announced at the 
interim stage. The group 
said, however, that profits 
would have been £3Bm 
higher but for the effect of 
the higher pound on transla- 
ting profits from outside the 
UK and the impact of green 
pound revaluations on the 
UK sugar business. 

The group's US starch 
business suffered the lowest 
margins to date on its high- 
fructose corn syrup activi- 
ties. 

Larry Pillard, chief execu- 
tive, said the year had pres- 
ented “many challenges”. 
There had also been £i0m of 
start-up casts on a new Euro- 
. pean starch plant This five- 



Flower power 
karma rules 
on Diageo day 


Sweet touch: Larry Pillard is taking a ‘more rigorous view’ on capital spending 


year project the largest capi- 
tal investment in the group's 
history, is nearing comple- 
tion and Tate is expecting a 
20 per cent return on the 
$500m expenditure when it is 
fully operational 
He said the group was tak- 


ing “a more rigorous view on 
capital expenditure" to 
enhance shareholder value. 

In North America, a record 
outcome from sugar, cast 
reduction and new product 
development in the Staley 
starch business, led to 


increased operating profits 
Of £154m C£ll6mX 
European profits fell from 
£L53m to £96m, aa the UK 
sugar business was affected 
by the strength of stealing. 
Elsewhere, profits fell to 
£16m (£31m). 


Hercules underlines generosity 


Ely Enrriko Terazono 

Hercules, the US speciality 
chemicals manufacturer 
which announced a £l.07bn 
($1.8bn) hostile bid for 
Allied Colloids of the UK 
this week, yesterday posted 
Its offer document to share- 
holders. 

Hercules’ timetable means 
Allied win now have to pro- 
duce its first defence docu- 
ment by December 10. while 
the first closing date for 


shareholders to accept the 
offer will be December 17. 

Hercules reiterated that 
Its offer price of 156p a 
share was "generous” repre- 
senting a premium of 35 per 
cent to the pre-speculation 
share price. 

The document states: "As 
an Allied. Colloids share- 
holder you have suffered 
over recent years and you 
should question whether 
this win change, given that 
Allied Colloids faces an 


uncertain outlook in an 
increasingly competitive 
environment” 

The US group accused 
Allied's management of 
eroding shareholder valne, 
saying Allied's share price 
had underperformed the 
market by 38 per cent 
It also pointed to the 
recent uncertainty sur- 
rounding its 1998 profits 
referring to recent down- 
grades fay analysts. 

Hercules stressed Allied's 


poor investment record in 
the US, and despite its 
investment programme, 
1997 earnings per share 
were below those of 1995. 

David Farrar. Allied’s 
chief executive, said the fig- 
ures used by Hercules were 
selective, and that Allied 
would refute the points in 
its defence document It may 
postpone tts interim results, 
due next Tuesday, to help 
with the preparation of the 
defence document 


By John WBbnan, 

Consumer industries Editor 

There was more than a whiff 
of the 1960s at the Queen 
Elizabeth n Conference Cen- 
tre, London, yesterday when 
shareholders in Guinness 
and Grand Metropolitan 
brought the spirit of flower 
power to the proposed 
merger of the two compa- 
nies. 

Both meetings resulted in 
Albanian-style majorities of 
more than 99 per cent in 
favour of forming the 
world’s largest drinks com- 
pany - no doubt encouraged 
by the prospect of a EL8bn 
pay-out to shareholders 
early next year. 

But the 600 or so share- 
holders who turned up for 
the last meetings of the two 
companies before the merger 
seemed strangely uninter- 
ested in the finer points of 
shareholder -value. They 
were more concerned about 
the interests of pensioners, 
upholding agreements with 
the staff and doing good for 
the planet 

“Both companies are big 
enough, strong enough and 
profitable enough to employ 
many more people,” a share- 
holder told the GrandMet 
meeting after hearing the 
merger would cut 2,000 jobs. 

George Bull, GrandMet’ s 


chairman, reassured the 
meeting - he was as sad as 
anyone that the merged com- 
pany would have to let any- 
one go. 

Mr Bull joined in the spirit 
of the meeting by saying the 
mission of the new group 
would be to spread everyday 
pleasure everywhere on the 
globe. Hence the choice of 
Diageo as its name, com- 
posed of a Latin prefix (Die, 
for day) and a Greek, suffix 
(geo, for the world). 

The only thing that spoilt 
the. karma of the day was 
that name. 

Those attracting the meet- 
ings were clearly incensed 
that great British names 
were to be swept away by a 1 
neologism made up. of what 
Mr Gamier, a Guinness 
shareholder, described as 
"two dead languages". 

Tony Greener, Guinness 
chair man, struggled to win 
over his shareholders. He 
promised to rename the 
brewing subsidiary Guinness 
to perpetuate the name 
when dealing in Diageo 
shares starts on December 
17. _ 

. Small shareholders were 
not impressed, shouting 
“rubbish” and cheering 
every attack on the new. 
name. But the weight of 
institional proxy votes car- 
ried the day. 


T .F.X COMMENT 

Roscos 


Tlje regiikwry risk to the' stMW3Ch 
privatised rolling stock 

leasing companies (poscos) staffs price relative to the 
is- now greater than ever .FTSE Afl-3W 

withministers backing the &o-r-7 

rail . regulator’s call for ^ > , 

public - accountability. A a» I 

brief period of public con- iao tf - - ~ "9 

saltation could provide a ■ ' • j' I ■ 1 I 

government never enam- iflQ r~" M Wjntf 

owed of ran privatisation Im. -v 

with the pretext to intro- ... . ¥ 

duce foil price regulation. iao Jfj 

The flimsy argument for . / r 

regulation is that the ros- 

cos indirectly receive pub- — - - ■* 

lie support througb gov- ises 97 

eminent- 'guarantees of soi^ownnemvev 
their preprivatisation con- • . , f j 

tracts with the train operating companies. This smacks ni | 
windfall-tax style retrospective legislation. These guaran- 
teed revenues were reflected in the prices paid at privati- 
sation- That- the companies are now unexpectedly profit- 
able because of harsh cost-cutting Is a separate issue. It is 
also for. from clear their established customer bases mu 
translate into a dominant position in the new lease mar- 
ket Only two years after privatisation, powerful global 
companies such as GEE Capital are gaining ground 
to. the new leases market 

With the operating companies and Rail track already 
regulated, tidy minds clearly see the roscos as a jarring 
anomaly. They should not The roscos are different for the 
simple reason that they are not monopolies. If the govern- 
ment is .really concerned about competition issues, it 
should instigate a thorough inquiry by competition 
anthorites- The only thing regulatory uncertainty’ will 
achieve is to delay the very investments the government 
wishes to promote. 


US clearance for 
Zeneca drug 


By Daniel Green 

The US Food and Drug 
Administration has cleared 
Zomig, Zeneca's migraine 
drug, for marketing to tablet 
form, setting the stage for a 
battle in this fast-growing 
sector. 

Zomig will face the market 
leader Glaxo Wellcome, 
which is selling ttnig ran, and 
has a follow-up drug, Nara- 
m|g, approved to some other 
countries- - - 

Zeneca shares rose 39p to 
£18.27. with analysts fore- 
casting Zomig sales of at 
least $250m a year by 2000. 

The shares have fallen 
heavily in recent w eeks as at 
least two securities houses 


said the company faced a 
gap In new product launches 
early next decade. 

Glaxo shares rose 22p to 
£13.80. 

Zomig is to the same class 
of drugs as Imigran and Nar- 
amig, 5-HT1B/1D agonists, 
which work by helping 
reverse the dilation of blood 
vessels in the brain that can 
cause migraine pain. It was 
developed by Wellcome 
before its takeover by Glaxo 
in 1995, when Glaxo Well- 
come had to sell the drug by 
competition regulators as a 
precondition for the deal. 

Zeneca estimates the 
global market for migraine 
treatment at nearly £900m. 
rising to £35bn by 200& ' 


Hard work and cohesiveness 


Emiko Terazono on qualities 
that have helped make Allied 
Colloids what it is today 


F rom its humble begin- 
nings as a supplier to 
the textile industry to 
Bradford. Allied Colloids has 
grown to be one of the UK’s 
leading speciality chemical 
companies, thanks to York- 
shire values. 

David Farrar, chief execu- 
tive. says it is thrift and 
hard work which have made 
Allied one of the world's 
leading manufacturers of 
polymer chemicals with pre- 
tax profits or £55m <$93m) 
and sales of £437 m. 

But it may be Yorkshire 
stubbornness which leads 
Mr Farrar, who has been 
with Allied for 27 years, to 
insist on the company's inde- 
pendence in the face of a 
£1.07bn hostile bid launched 
earlier this week by Hercu- 
les. the US speciality chemi- 
cal maker. 

With the company's share 
price underperforming the 
market owing to concerns 
over the strong pound and 
high raw material costs, 
industry analysts have long 
pointed to Allied as a tempt- 
ing target for larger chemi- 
cal groups. 

Many see it highly 
unlikely that Allied will be 


RESULTS 


able to maintain its indepen- 
dence, but Mr Farrar puts on 
a brave lace: “The odds of a 
small Bradford-based com- 
pany becoming a world class 
group were stacked against 
us. But we did it.'' 

Allied has carved its niche 
making chemicals used in 
pollution control and paper- 
making - an area where 
larger groups, including Dow 
Chemical and IC1, tried their 
hand and gave up. 

Shares to Allied were 
unchanged yesterday at 
169p, comfortably ahead of 
the 135p a share offered by 
Hercules. Investors and ana- 
lysts clearly expect that Her- 
cules will be forced to raise 
its offer, or that other preda- 
tors will enter the fray. 

That said. Allied may face 
an uphill struggle to con- 
vince its shareholders that it 
can deliver more value. At 
present, the main plank of 
its defence looks likely to be 
its record of sales growth. 

The company says its sales 
have grown annually by an 
average 11 per cent over the 
past 30 years, and expects to 
provide higher profits by 
maintaining the pace and 
keeping costs down. 


It will not solicit any white 
knights at this stage. How- 
ever, “proving the manage- 
ment can deliver better 
value within a reasonable 
time-frame of two to three 
years is difficult, given the 
recent track record," says 
Philip Monish, analyst at 
Nlkko Europe. 

Hercules, a Delaware- 
based chemical group that 
manufactures water-soluble 
polymers which made oper- 
ating profits of $44 Im last 
year, blames Allied's man- 
agement for failing to bring 
value to shareholders. 

It points to the 38 per cent 
underperformance of Alhed's 
shares in the past three 
years, profit downgrades by 
analysts over the past six 
months, and a return on cap- 
ital which has declined by 
□early 70 per cent between 
1988 and 1997. 


A llied retorts that Her- 
cules has been selec- 
tive to choosing its 
figures. The chemicals sector 
has underperformed the 
market due to the strong 
pound and higher raw mate- 
rial costs, says Mr Farrar. 
The company is now 
addressing the problems 
through hedging and for- 
ward contracts. 

Returns on capital should 
improve, the company says, 
as benefits from investments 


over the past few years come 
through during this finan- 
cial year and next. The 
group expects £5m in pur- 
chasing cost savings from 
CPS, its finished polymer 
manufacturing subsidiary 
bought in November 1996, 
says Mr Farrar. 

John Harnett, finance 
director, admits that over 
the past few years. Allied 
had loose cost control, with 
costs growing at the same 
rate as sales. However, this 
was now corrected and the 
company was on the “right 
track" in keeping cost 
increases to less than half of 
any rise in sales. 

Mr Farrar points out that 
Allied's strong Yorkshire 
culture has helped the com- 
pany's cohesiveness, and 
fears that becoming part of a 
larger group may destroy 
this. “From Bradford to Bra- i 
zfl to Russia, it’s what keeps 
us together." he says. 

CORRECTION 

David Brown 

In the issue of November 25. 
the dollar equivalent of the 
£80,000 payment to John 
Mowinckel, non-executive 
director of David Brown, was 
incorrectly stated. The fig- 
ures should have read 
£80,000 ($130,000). 


Dividends 


No local 
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In search of a better corresp 
in Turkish banking? We st 
recommend a truly global 
with none of the local dissonance. The only 
multi-branch Turkish bank awarded long- 
term A rating three years in a row by Capital 
Intelligence. The highest rated emerging 
market bank by Thomson Bankwatch. 
The T urkish bank whose high regard among 
international financial community generated 
$1 billion in funding facilities in 1996. The 
Bank that has completed several asset backed 


ruritization programmes with 
aturities 5-7 years. The Bank that 
selected as the “Best Bank of 
Turkey" by Euromoney for 2 consecutive years. 
Then Again, if you think your correspondent 
in Turkey should also have local strength, 
who could be a better choice than a bank 
that handles 9.0% of Turkey’s expons? 
A bank that handles 4.2% of Turkey imports. 
A bank whose foreign currency transactions 
totaled $16.5 billion in 1 996. A correspondent 
bank with global standards and local power. 


Earrings shown tew. Dwdends Shown rtt era# §§tf[ES Ifirougftait. Figuss n brackets are tor ctmsjKXKSng period Jtristi currency, 4tfter exceotaval charge. V After 
exrepttorri ere*- tfto tncraasad C 2 ^‘A^GW_IwsCTp issue. #ftr 14 mantes. t&Alra stock. SUS curoipf. ttEsdudes wtang* ta. tOn reduced capital. 
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GARANTI BANK 


For fitnhw information please contact Mr. Hfcnu Akhan, Executive Vke President 
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Imperial Tobacco attacks duty rises 


By David Blackwell 


Gareth Davis, chief 
executive of Imperial 
Tobacco, yesterday attacked 
the "massively high" rises in 
tobacco duty for teariyry g- to a 
growing problem in smug- 
gling. 

"A tobacco bootlegger is 
unconcerned if he sells to 18- 
year-olds, 16-year-olds or 12- 
year-olds." he said as the 
group - which is number 
two in the UK cigarette mar- 
ket and maker of the 
Em bassy brand - announced 
pre-tax profits of £307m 
($513m) for the first foil year 
since it was spun-off from 
Hanson, the conglomerate. 

Belgium is the main 
export market for Golden 
Virginia, the group’s market 
leading hand rolling tobacco 
in the UK, where further 
duty rises came into force 
yesterday. Most of it finds its 
way back to the UK, accord- 
ing to Mr Davis, who esti- 
mated that losses to the UK 
Treasury from smng giin g of 


hand rolling tobacco were 
about £550m a year. 

The only real solution to 
bootlegging would be the 
harmonisation of European 
taxation, he said. But he 
admitted that was unlikely 
to happen. 

The group said a strong 
maiden contribution from 
Rizla cigarette papers helped 
to lift operating profits from 
£366m to £391m. Turnover 
edged ahead from £3.82bn to 
£3JS8bn. 

Mr Davis described the 
outcome as “some achieve- 
ment" in a year that had 
seen the UK market decline 
by 5 per cent He believed 
the actual market to be sta- 
ble, attributing the official 
decline to the growing smug- 
gling of cigarettes as well as 
band rolling tobacco. 

Rizla, which was acquired 
for £I85m In January, con- 
tributed £i6m to profits in 
eight months. Excluding 
Rizla, underlying profits 
were maintained in the UK 
“despite fierce competition 


In a declining market and 
the additional costs associ- 
ated with listed company 
status.” 

Profits from international 
operations were £79m. This 
was in spite of adverse cur- 
rency movements and tough 
conditions in France, where 
the government froze mar- 
keting spend. In addition, 
the group had decided to 
pull out of the South African 
market after a big increase 
in tobacco excise duty. 

Mr Davis said exports had 
grown sevenfold since 199L 
They were growing strongly 
and now accounted for 20 
per cent of the profits. 

The group, which is 
expecting to seek a New 
York listing next year, is not 
involved in the settlement 
between the US tobacco 
industry and its foes. 

It is making no provisions 
for the 12 court cases it faces 
in UK where plaintiffs 
are seeking damages for 
alleged smoking related dis- 
eases. 



Gareth Davis: exports had grown sevenfold since 1991 to account for 20 per cent of profits 


S&N brand strength behind 15% advance 


ByJohnWBIman, 
Consumer Industries Editor 


Scottish & Newcastle. 
Britain’s biggest brewer, yes- 
terday reported a 15 per cent 
jump in interim profits as 
the strength of its brands 
raised margins in brewing 
and the manag ed pub divi- 
sion. 

The group’s troubled Cen- 
ter Parcs holiday complexes 
saw a further decline in 
profi t - largely because of 


the poor performance in con- 
tinental Europe with weak 
consumer spending in 
France and Germany and 
restructuring costs in Bel- 

Ij jum 

But overall pre-tax profits 
rose from £1 95.1m to £224.5m 
($375m) for the six months to 
October 26, at the top end of 
forecasts. The shares rose 
29ttp to 714V&p. 

Scottish Courage, the 
br e win g division, reported a 
28-9 per cent rise in profit to 


£115£m on negligible growth 
in turnover. This was 
because of higher margins 
on brands such as Foster’s, 
John Smith's, McEwan’s 
lager. Mill er. Kronenbourg 
and Beck’s which now ' 
account for nearly 60 per 
cent of sales - compared 
with just over 40 per cent 
three years ago. 

Brian Stewart, chief execu- 
tive, said this growth had 
placed Scottish Coinage in a 
good position to win a sub- 


stantial share of the supply 
contracts for Inntrepreneur 
pubs when its existing agree- 
ment runs out in March. 

“We have taken care to 
build a relationship with 
their tenants who will not 
want to lose our brands," he 
said. 

Higher margins on the top 
six Scottish Courage brands 
also helped raise profits in 
S&N’s retail division. Profits 
on the 1,900 managed houses 
rose 15.6 per cent to £B6.9m. 


on turnover up 7.4 par cent 
to £399 JSm. 

Mr Stewart added that the 
estate was relatively bal- 
anced between town centre 
pubs, suburban pubs and 
co mmuni ty pubs. "We have 
invested in all three areas. 
and are thus less vulnerable 
to a downturn in any one of 
them." he said. 

In the leisure division, the 
strong pound was partly to 
blame for the poor perfor- 
mance of Center Parcs - the 


profit decline was 6 per 
cent at constant exchange 
rates on turnover up 4 per 
cent. 

But despite a 10 per cent 
rise in profits on the UK 
operation, the poor continen- 
tal European performance 
cut profits from £38.9m to 
£32. im on turnover down 
109 per emit to £1 46.6m. 

Earnings per share rose 
from 24-3p to 28.1p. The 
interim dividend is 7.93p, up 
10 per cent 


LEX COMMENT 


Liberty 


It is the oldest line In tho 
retail book: "He was the 
right man for the recovery, 
but he lacks the vision to 
take the company for- 
ward." This is the latest 
version of the swirling 
assault on Denis Cassidy, 
chairman of Liberty, by 
the company's two largest 
shareholders who ore seek- 
ing to have him thrown 
out. Their main concern is 
about the company's ambi- 
tious &I3m ($7 l.8m) expan- 
sion plan, but an allegedly 
dictatorial management 
style also rankles. 

That these, and other. 


Liberty 


Share price reWitfe loth* . . 
FTSE QmnllWritnMw 

« 



shareholders have legitimate grounds for concern 
is indisputable. The company’s performance has 
been miserable, and the redevelopment of the flag- 
ship ' store Is certainly a big bite for a small 
company. 

With 47 per cent of the votes already committed in their 
favour, the odds of the dissidents succeeding are excel- 
lent. But the risk is that they will achieve a pyrrhie 
victory. For one, the surgical removal of Mr Cassidy looks 
Tnr»ct unlikely. If he departs, the chances are that much of 
the senior management team will go with him, not to 
mention a raft of professional advisers. This can only 
succeed in inflicting financial damage. 

As for the future. Mr Cassidy’s vision may err on tho 
side of the ambitious, but its fundamental assumptions 
and vision are sound. No replacement vision is on offer 
from the rebel shareholders. Indeed, beyond some uncoa- 
traversal generalities, there is the suspicion that finan- 
cial engineering is seen as the means of releasing share- 
holder value. It does not augur well. 


BOC scotches talk of big buy with Ohmeda cash 


By Roger Taylor 


BOC, the industrial gases 
company, has scotched spec- 
ulation that it is planning a 
large European acquisition 
with the proceeds from the 
sale af Ohmeda, its medical 
division, expected to fetch 
up to Elbn ($1.67bn). 

The company was thought 
likely to use the money to 
wpanij its business in conti- 
nental Europe, a possible 
acquisition being Messer 


Griesheim. the privately 
owned German business and 
the second largest industrial 
gases business in Europe, or 
AGA of Sweden, the fourth 
largest 

However, BOC believes its 
own weak presence on the 
Continent means there 
would be insufficient cost 
savings from the acquisition 
of a European group to jus- 
tify paying the necessary 
control premium. 

Nor does it believe there is 


a strategic need to expand in 
Europe that could justify 
diluting- existing sharehold- 
ers’ earnings. “While we 
would like a greater pres- 
ence in Europe we do not 
feel any strategic urgency to 
gain one", the company said. 

Although it would not rule 
out a European acquisition 
at the right price, BOC is 
currently looking at other 
options. Its reluctance to 
spend in Europe greatly 
increases the chances of 


cash being returned to 
shareholders, since the com- 
pany has few opportunities 
to spend elsewhere. 

Outside continental 
Europe, it believes that buy- 
ing a large competitor would 
probably meet objections 
from competition regulators. 

It regards its present level 
of indebtedness, with gear- 
ing of about 60 per cent, as 
desirable and would not 
want to see it stay below 
that level for a long period. 


Current capital expendi- 
ture is met from cash How. 
This could be increased and 
the company will continue 
to make small acquisitions, 
but neither is likely to make 
great inroads into the cash 
from the sa l e of Ohmeda. 

The sale of Ohmeda, which 
makes anaesthetic gases and 
equipment, is on schedule 
with a number of companies 
expressing interest in buying 
either the whole division or 
parts of it Bids are due to be 


delivered this week. 

BOC. which has a large 
part of its industrial gases 
operations in east Asia, said 
business had not been seri- 
ously damagPd by the finan- 
cial problems In the region. 
One investment project in 
Thailand had been cancelled 
because the customer had 
difficulties raising finance, 
and further new projects 
might also suffer. But levels 
of business in October had 
not been affected, it said. 


BA and Virgin 
resume rivalry 


By Michael Skapinker, 
Aerospace Correspondent 


British Airways and Virgin 
Atlantic resumed their tra- 
ditional rivalry yesterday, 
With both rlaiming tile right 
to the last route available 
under the UK-US aviation 
treaty. 

The Civil Aviation 
Authority yesterday heard 
applications from BA to fly 
from London’s Gatwick ale- 
port to Denver and from Vir- 
gin to fly to Las Vegas. 

Peter Spencer, BA’s 
Americas director, told the 
CAA that Denver attracted 
almost twice as many visi- 


tors as Las Vegas. He said a 
BA service to Denver would 
reduce journey times from 
London by 3% hours. At 
present passengers travel- 
ling from London to Denver 
have to fly via Washington. 
Dallas or Chicago. 

Richard Branson. Virgin's 
chairman, told the hearing 
that Las Vegas was an 
important business destina- 
tion. hosting more than 
4,000 conventions a year. 

He said awarding Virgin 
the route would boost com- 
petition. as Las Vegas would 
be Virgin’s ninth US desti- 
nation while it would be 
BA's twenty-third. 


This announcement appears as a matter of record only 


CANARY RIVERSIDE 


o 


£100,000,000 

Construction Facility 


TO ASSIST IN THE FUNDING OF THE CONSTRUCTION OF FOUR RESIDENTIAL BUILDINGS, HOTEL, 
CLUB AND LEISURE FACILITIES AT CANARY RIVERSIDE 


Borrowers 

Canary Riverside Hotel Properties Pte Ltd 
Canary Riverside Development Pte Ltd 


Arranged By 

Citibank, N.A., Singapore Branch 

The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch 
Oversea-Chin ese Banking Corporation Limited, Singapore 


Funds provided by 


Lead Managers 

Citibank N.A.. London Branch 

The Hongkong and Shanghai Banking Corporation Limited, London Branch 
Oversea-Chtnese Banking Corporation Limited, London Branch 
The Royal Bank of Scotland pic. London 
The Bank of East Asia Limited, London Branch 


Senior Managers 

Cariplo S.P.A., London Branch 
Malayan Banking Berhad, London Branch 


Managers 

FIrst Commercial Bank Ltd, London Branch 
The Siam Commercial Bank PCL., London Branch 


Advisers to the borrowers 

Clifford Chance 


Advisers to the lenders 

Allen & Overy 


The borrowers are cowwoes owned by Hoth. Properties Ltd (SOW). 
Pmnco Land Limited (30%) 
and Canary Wharf Looted (2096) 

November 1997 


Savills launches housing trust 


By Norma Cohen, 
Property Correspondent 


Savills, the property 
consultant, is to raise £80m 
($1 33.6m) in equity for the 
first housing investment 
■trust, a stock exchange 
listed trust which offers 
some of the tax advantages 
of direct property invest- 
ment 

The vehicle, to be known 
as Savills Residential Prop- 
erty Trust, is the first to 
take advantage of a struc- 
ture first created by the 
Finance Act of 1996. It is 
designed to encourage 
investment in the UK rental 
boosing market. 

The new trust comes at a 
time of growing pressure for 
tax-advantaged vehicles 


which allow indirect prop- 
erty investment UK pension 
direct Investment in com- 
mercial property has been 
declining because of the 
expense and inefficiency of 
this form of ownership. How- 
ever, UK property companies 
- vehicles for indirect prop- 
erty investment - pay corpo- 
ration tax while investors 
who buy property directly do 
not 

Duncan Young, director in 
charge of Savills Finance, 
said that Initial interest from 
institutional Investors had 
been strong. “A number 
have told us that they hope 
it succeeds because they 
want more trusts to come." 

Mr Young said that 
although housing invest- 
ment trusts had been possi- 


ble for over a year, issuers 
had been constrained by the 
difficulties in collecting the 
right properties. The 1996 
legislation sets a ceiling of 
£85,000 per property - 
£125,000 for London houses - 
as the maximum amount 
paid for any property in a 
portfolio. 

However, the SRPT'has* 
linked up with Black Horse 
Corporate Property Services, 
a leading manager ' of 
socalled part-exchange prop- 
erties, to overcome this prob- 
lem. • • 

Under the part-exchange 
system, home builders agree 
to sell a new house in 
exchange for the buyer’s pre- 
vious home plus a cash sum. 

The exchanged properties 
are more likely, by virtue of 


their age. to be below the 
legislation’s price ceiling, 
while Savills will be buying 
them at a discount to market 
value. 

Black Horse will be con- 
tracted to supply and non- 
age the properties as rental 
housing. The trust expects to 
own at least 3,300 houses at 
an average value'of £55,000. 
Each property is expected to 
be held for at least five 
years, when it becomes 
exempt from capital gains 
tax upon resale 

Savills intend to increases 
the trust’s investment capac- 
ity by borrowing a further 
ElOOm, with a £S0m index- 
linked debenture planned for 
the third quarter of 1998. A 
£50m bank facility is 
planned for 1999. 


RPC to spend £16m for the year 


By Virginia Marsh 


RPC, the plastic packaging 
group, is to invest more than 
£8m ($13.4m) in the second 
half, mainly on new equip- 
ment and extra warehouse 
space. 

Chris Sworn, finance direc- 
tor, said the capital expendi- 
ture, which comes on top of 
£7.9m in the first half, would 
be financed from cash flow. 


Net cadi inflow from oper- 
ating activities rose sharply 
to £i7m <£7.85in), mainly 
because of more efficient 
cash management at CPE, 
the Germany-based group it 
bought last January for 
DM3 60m (390m). 

Gearing fell to 40 per cent, 
on net. debt of £2S.3m, down 
from 54 per cent at the end 
of March, and from about 75 
per cent at the time of the 


acquisition. Mr Sworn said 
the investment programme _ 
meant gearing was unlikel y 1 
to foil much further by the 
year-end. 

His comments came as 
RPC unveiled Interim pre- 
tax profits of £7-57rn (£4-8m) 
on sales of £l20m (£48-3m) 
for the six months to Sep- 
tember 30. 

The company said CPE 
contributed about £70m to 


turnover but declined to 


reveal its profits. , 
However^ its margins are 


believed to have risen to 
about 3.5 per cent, up from 
2,3 per cent last year. Group 
margins in the first half 
were 7 (11) pa- cent. 

Group volumes rose 9 par 
cent, on a pro forma basis, 
with the strongest growth in 
margarine containers, paint 
cans and vending cups. 
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r * In the dispute 
/J\ | A between Lad- 
*Sg|< broke, the UK 
betting com- 
the 

S— French bet- 
EUROPEAN t £ Ig system. 

Court “ e European 
■ — Court of Jus- 

tice upheld the European 
Commission's appeal a gain** 
the Court of First Instance 
a n nu lling the Commission's 
rejection erf Ladbroke’s com- 
plaint against the Pari 
Mutuel Urbain which organ- 
ised off-course totaliser bet- 
ting in France. 

Eight years before, Lad- 
broke lodged a complaint 
with the Commission 
against France under Article 
90 EC Treaty and the PMU 
under Articles 85 and 86 EC 
Treaty. Under French law. 
the PMU had exclusive 
responsibility for managing 
the rights of French racing 
companies organised in 
France and bets taken in 
France on races organised 
abroad. Ladhroke alleged the 
agreements between the 
com p anies and PMU were in 
breach of Article 85 and the 
grant of exclusive rights by 
PMU was an abuse of a dom- 
inant position in breath of 
Article 86. Ladbroke claimed 
France had infringed 
Articles 85, 86 and 90 by 
enacting legislation that pro- 
vided a legal basis for the 
agreements among the rac- 
ing companies and between 
therm and the PMU. granting 
exclusive rights to take off- 
course bets. 

The Commission rejected 
Ladbroke’s complaint 
against PMU. ruling the 
Treaty provisions were not 
applicable and it was not in 
the Community's interest to 
take a decision such as 
sought by Ladbroke. The 
Commission did not take a 
position on the complaint 
under Article 90 against 
France. Ladbroke sought the 
annulm ent of the Commis- 
sion’s rejection of its com- 
plaint before the Court of 
First Instance. The court 
upheld Ladbroke 's action on 
the ground that by defini- 
tively rejecting that part of 
the complaint agai nst PMU 
without having completed 
its examination erf the com- 
patibility of the French legis- 


lation with the Treaty rules 
on competition, the Commis- 
sion failed to agamtwp car e- 
fully factual and le ga l igqwc 
to satisfy the requirement of 
certainty of a fina l 
The Commission and France 

appealed to the ECJ. 

The ECJ found the CFTs 
reasoning was based on the 
flawed premise fl»»t the law- 
fulness of conduct of compa- 
nies complying with 
national legislation, 
depended on whether *fr«>+ 
legislation was compatible 
with the Treaty. The compat- 
ibility of national legislation 
with Treaty competition 
rules could not be seen as 
decisive in the context of an 
examination of the applica- 
bility of Articles 85 and 86 to 
the conduct of complying 
companies. Although an 
assessment of the conduct of 
the companies and FMU in 
the light of Articles 85 and 
86 required an evaluation of 
the French legislation, the 
sole purpose of that evalua- 
tion was to determine what 
effect that legislation might 
have on such conduct. 
Articles 85 and 86 only 
applied to anti -competitive 
conduct by companies at 
their initiative - not if anti- 
competitive conduct was 
required of companies by 
national legislation or if the 
latter created a legal frame- 
work that eliminated the 
possibility of competitive 
a cti v it y on their part How- 
ever, those Treaty provisions 
might apply if it were found 
that national legislation did 
not prec h ide companies from 
autonomous conduct which 
p reven t ed or restricted com- 
petition. The CFI had thus 
erred in law in holding that 
by definitively rejecting the 
complaint on the ground 
tha t Articles 85 and 86 did 
not apply and that there was 
no Community i nterest, the 
Commission was retying on 
an interpretation governi n g 
the definitive fl^ lpnniiialjn n 
of the existence of alleged 
Infring ements which was 
wrong inlaw. 

Joined Cases 0359195 P and 
0379195 P: Commission and 
France ECJ FC Nooember 11 
1997. 

BRICK COURT CHAMBERS, 
BRUSSELS 


S tringham joins 
Young & Rubicam 

Young & Rubicam. the New York 
based advertising, marketing and 
public relations group, yesterday 
said tt had appointed Peter 
Stringham. a top Canadian adver- 
tising exe c uti v e , to head its North 
American advertising operations. 

Strin gham. 43, will fffl the long- 
! vacant position of chairman and 
; chief executive of Young & Rubi- 
cam North America, strengthening 
1 the company's management team 
! and feeding speculation that 
. Young & Rubicam is preparin g for 
a stock market flotation, perhaps 
1 early next year. 

Stringham was previously presi- 
dent and chief executive of BBDO 
Canada, part of Omni corn’s BBDO 
Worldwide advertising group. He is 
credited with turning the company 
lntn Canada’s biggest advertising 
business. ‘ 

He started his career In advertis- 
ing in 1971 as a copy w r i ter for Gor- 
don HB1 Advertising in his native 
Winnipeg, working his way up to 
become creative director «mH tTwn 
senior vice-president in the 
Toronto office. 

Later, as president of Baker Lov- 


ick/BBDO when the company 
merged with McKim Advertising in 
2993, he headed the combined busi- 
ness and took responsibility for 
blen ding their distinct cultures. 
BBDO Canada went an to win large 
numbers of creative awards and 
new accounts. 

Richard Tomkins, New York 

Credit team grows 
at Merrill Lynch 

Merrill Lynch has more than dou- 
bled the size of Its London-based 
credit research team with the addi- 
tion of five analysts. 

The expansion, which reflects 
the bank’s confidence In the 
growth of Europe’s high-yield, or 
junk bond, market over the next 
few years, continues the recent 
investment bank tr end erf expand- 
ing credit research teams. 

Credit analysts have been in 
high demand since a few months 
ago as banks prepare for a drastic 
alterations to the bond market 
after European monetary » n|nn in 
January 1999. 

Most London-based investment 
bank* have doubled, or even tre- 
bled. their headcount of credit 
experts, many of them by poaching 


employees from the leading US 
credit rating agencies. 

The abolition of several curren- 
cies in Europe in 1999 is expected 
to dramatically reduce the scope 
for b ond market profits from cross- 
border volatility. 

Banks hope the gap will be filled 
by the development of a junk bond 
market in Europe based on credit 
volatility, as opposed to fluctua- 
tions in interest rates and foreign 
exchange movements. 

The expanded Merrill Lynch 
team will focus on corporate issu- 
ers in Europe, the Middle East and 
Africa. The new hires are Martin 
Hombuckle, from J.P. Morgan, 
Helen Rodriguez, also from 
JJ 5 . Morgan, Marc Pinto, from the 
Fitch bond-rating agency. Luigi 
PignateDi. from Deutsche Morgan 
Grenfell, and Beth Fusco, from 
Merrill Lynch. 

Edward London 

Ch’ien appointed 
bank non-executive 

Raymond Ch’ien. rhatrman <rf Inch- 
cape Pacific, the services and dis- 
tribution company, bas been 
appointed a nan-executive director 
of The Hongkong and Shanghai 


Bankin g Corporation, the global 
hawking group. 

It is the latest In a string of pri- 
vate sector and public service roles 
for the Tokyo-born Ch’ien. These 
range from a director and founding 
shareholder of China’s pioneering 
internet company through to an 
honorary adviser to the China 
Aerospace Corporation. 

Ch’ien, 45, also boasts a political 
career spanning Hong Kong’s two 
leaden. He served in the Executive 
Council, or advisory cabinet, to 
both the last colonial governor - 
Chris Patten, whose term ended 
when Hong Kong reverted to Chi- 
nese sovereignity on July 1 of this 
year - and to the current leader. 
Tung Chee-hwa. 

He moved to Inch cape this year 
from Lam Soon Hong Kong Group, 
a foods, packaging and manufac- 
turing company where he was 

managing 

Louise Lucas. Hong Kong 

Salomon increases 
German presence 

Salomon Brothers, the US Invest- 
ment bank, has stepped up Its Ger- 
man corporate finance presence in 
mprfla and telpw muwiniwtriftna by 


poaching a. Frankfurt-based team 
from Citibank. Frank Gunther, 39, 
who had been In charge of the tele- 
coms, media and general corporate 
sectors at Citibank AG since 1995, 
will be a director at Salomon 
Brothers AG. His Citibank col- 
leagues. Peter Saemann Rainer 
Cart, will join as associates in the 
corporate finance division. 

Gfinther worked on the Deutsche 
Telekom flotation and project 
finance for E-plus, the German 
mobile telephone operator. 

Before Citibank, he had advised 
German and international banks in 
five years with management con- 
sultants Boaz Allen & Hamilton 
He previously worked at Munich- 
based Bayerische Verelnsbank. 

Peter Saemann, 33, was global 
relationship manager on Gunther’s 
team at Citibank. Previously, he 
had been private equity project 
manager for Drcsdner Bank Rai- 
ner Carl, 35, had worked at Citi- 
bank since 1989. most recently as 
regional sales director for southern 
and eastern Europe. 

Salomon shareholders last week 
formally approved a takeover by 
Travelers, which will see the secu- 
rities firm renamed Salomon Smith 
Barney. 

Clay Harris. London 


Moving places 


■ ING BARINGS has 

appointed Wfihain Darson 
head of corporate » for 

the Americas. ING Barings 
will integrate all corporate 
financing activities in North 
and South America into a 
single business unit. Prior to 
his new appointment Dorson 
was Ing Barings' global h ^a d 
of the Debt Products Group. 

■ BARING PRIVATE 
EQUITY PARTNERS has 
appointed Gyuri Karady, 43, 
senior partner in charge of 
Central Europe- Formerly a 
director and team leader of 
EBRD’s Hungary team. 
Karady has over six years of 
equity and debt financing 
experience in the region and 
ll years of strategy and 
wumagwnwit consulting in 
the US and France. 

■ Edgar Fosshexm, 48. has 
been appointed president of 
KVAERNER ENERGY, in 
succession to Otto Soberg. 
Fossheim is currently 
rH rprtnr of h uman resources 
and a member of the senior 
management team. He is 
also responsible for the 
ongoing project to 
restructure the Kvaemer 
Energy business. Fossheim 
will also assume 
responsibility for Kvaemer 
Energy's operations in the 


UK. Sweden, Finland anrt 
China as well as its sales 
offices, worldwide. 

■ SONY BROADCAST & 
PROFESSIONAL EUROPE 
has promoted Miles Flint to 
become its new president, 
based in the UK The 
appointment becomes 
effective on January 1. 1998 
and follows the 
establishment of a new 
Broadcast & Professional 
Systems Company at Sony 
Corporation in Japan. 

■ VON ROLL HOLDING bas 
appointed Martin Messner 
chief executive. Max 
Amstutz will transfer the 
operational responsibility for 
the group, which he held ad 
interim gtnrw 1 995 , to 
Messner on March 1, 1998, 
continuing in h<c present 
position aS rhah-man of thp 
board. Messner has worked 
for BQlti. Ruhaan since 1993. 
He is currently heed of the 
drilling and mining 
engineering group division 
of the Hllti Gfroup. 

■ NORTHERN TELECOM 
ha« announced senior 
management changes to 
strengthen the company in 
three key areas of its 
operations. Jim T /mg is 
appointed executive 
vice-president end president. 
Enterprise Networks, 
succeeding Rick Faletti, who 


is leaving the company. 

Long was executive 
vice-president and group 
executive - Asia. Clarence 

Ghandran win «wimp 

responsibility for Asia, in 

ad^riftw fo h<« role 8S 

executive vice-president and 
president. Public Carrier 
networks, Europe. David 
Ball, senior vice-president 
and president. Public Carrier 
Networks, Europe, is retiring 
in 1998 and in order to 
provide a smooth transition 
Gary Donahee will be 
appointed «gnfor 
vicepresident. Public 
Carrier Networks, Europe. 
Ball will continue to serve as 
vice-chairman of Nortel’s 
board. Donahee’s successor 
as senior vicepresident and 
president, Nortel CALA 
(Caribbean and Latin 
America) region will be 

BTiTwiinrod shor tly 

■ DELL COMPUTER has 
appointed former AT&T 
president and chief 
operating officer Alex Mandl 
to its board. 

■ Jean Duband has been 
appointed head of safes for 
TWA’s international 
network. Duband. 53. has 
been sales director of the US 
airline’s French activities 
since 1994. Frederic Bernard, 
has been appointed to 
replace Duband as gales 


director for France, Belgium 
and Switzerland. Bernard. 

48, was previously head of 
regional sales, 

■ ZABALBARBI has 
appointed Javier Garcia 
Egocheaga dmirmim Garci 
Egocheaga was formerly 
executive vice-president of 
the waste recycling venture. 
France’s Gto&ale des Eaux 
has recently become the 
majority shar&okler in the 
Basque group with a 25 per 
cent stake. 

■ Hong Kong’s HUALING 
HOLDINGS said Xu Zhi. a 
director, has succeeded Bi 
Qing as chairman. 

■ NETWORK PROGRAMS a 
provider of business and 
operations support systems 

to the f TimmnniratlnnH 

industry, has appointed 
Richar d Mace president and 
chief operating officer. Mace 
was the worldwide 
vice-president - internet 
services at Digital 
Equipment Carp. 

■ ZALE CORPORATION, 
the specialty retailer of fine 
jewellery in the US, has 
promoted Alan Shor, 38, to 
the newly created position of 
executive vice-prerident and 
chief logistics officer. 

■ Johannes Dereks, latterly 
a manager of international 
business feu the Metro 
Group, has been appointed 


president and central 
manager for the US retailer 
TOYS *R‘ US in Germany, 
Austria, Switzerland and the 
Netherlands. 

■ Singapore-based 
Sembawang Marine & 
Logistics chairman. Er 
Kwang Wah. has been 
appointed an executive 
director of SEMBAWANG, 
with effect from January 1, 
1998. He has also been 
appointed non-executive 
director of JURONG 
SHIPYARD for an initial 
term of two years. Er will 
become the executive 
chairman erf SexnbCorp’s 
Transportation & Logistics 
Business Group- Sr. who has 
been a director of SembCorp 
since 1986, will retire as 
permanent secretary in the 
Ministry of Community 
Development, to assume his 
new appointment of 
executive chairman on a 
full-time basis. 

■ FACKICOM 
INTERNATIONAL has 
named Ronald Honselaar 
managing director of the 
company’s new affiliate in 
the Netherlands. Honselaar, 
43. a former executive with 
Racal Datacom, win lead 
FCTs Benelux operations 
from a new internati onal 
switching complex 

under development in 


Amsterdam. 

■ Charles Siaos has been 
named president and chief 
executive of SYSCO FOOD 
SERVICES - CHICAGO, a 
Sysco Corporation 
subsidiary. He succeeds 
Michael McLoughlln. who 
has been promoted to 
president and chief 
executive of Sysro’s Portland 
operating company. Stan*. 

41, joined Sysco in 1 W 6 . 

■ GENERAL MOTORS has 
appointed John Finnegan, its 
vice-president and treasurer, 
president of General Motors 
Acceptance. Finnegan, 48. 
was also promoted to group 
executive of GM, and will 
report to GM chief financial 
officer Michael Losh. who is 
also chairman of GMAC's 
board of directors. Finnegan 
succeeds John Rines who 
has been left the company to 
become executive 
vice-president, global 
markets, for Citicorp. 

International 

appointments 

Please fax information 
on new appointments 
and retirements to 
+44 171 873 3926, marked 
for International People. 
Set fax to ‘fine’. 
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MERRILL LYNCH EQUITY / CONVERTIBLE SERIES 
Sodtt6 d*InvMtitefflCBt k Capital ^triable 
Regbter ed Office: 69, rootc d’Each, Luxcmboorg 
R.C. Luxembourg B- 26272 


Shnefaoldas « kindly fated to tnend tfae general mecnng* to be held at the 
offices at Rotw^k- hnemaponale it Uwembouij; SA.. 69. route iTEsch, 
IsHntMHj an Friiky. [2th December 1997, at 4X0 pan. with the fotlowing 


! a. AmmooJ gwrural metting flAOMP^r 

1. Reports of the D i rectors and of Ihe In dep e ndent Auditor on die 
awa! accounts far the period ended 3 In August 1997; 

2. Approval of die audited mtni accounts at 31st Angus [997: 

3. D ortarai an of tfividendi frf «ny j r rconan c n d et l by the Directors: 

4. Discharge to be groined to the D ir ec to rs and to the Independent 
Auditor 

3. Election or le-elecbcn of Directors and reappointment of the 
Independent Auditor 

6- Approval of die aaroe lemanerati on of the non-anaiated D lra ctora; 

7. Miscellaneous. 

& E ot r u o n Saary gmtral nteaiMg CECM^) 

Amend Article S of the Articles of Incorporation (the "Articles-) to 
replace the word “ot^ fisfl owing d»e word “estate" in Kne 3 with a comma, 
to replace lines 6.7 and 8 by the words “odier than an enaie the income of 
winch is from sources without dtc United Sta tu of America (which is not 
effectively co nnrc a n d with the conduct of a trade or bu ri o c aa within die 
United Stares of America) is not included in grots income for putpoaea of 
computing United States federal income tax payable by it, any trust if a 
oeun within die United Stateab able io eaerdse primary supervision over 
its administration and one or more United States persons have the 
authority to econo! an substantial dedsic cs of the tnm. or certain mans in 
existence oqZOth August. 1996 and treated as United States persons prior 
to such date, which eksas pursuant tu regulations to continue to be treated 
as Unised States penctns and to insert in line 4. after the phrase "United 
States of America", the phrase "(other than a partnership that is dm tre a ted 
as a Unilcfl States person water say appBcaMcT>e— gy regu la tion sT- 

ShaieiMidera are advised (fast the anfinwy annual genera] meet in g requires do 
quotum of presence and dechioos may be approved by a simple majority of the 
shares present and/or represented. 

At the B s t ro otdinsry general meeting a quorum of one half at the shares issued 
m required at a first mooing, which wit) otherwise be reconvened. Deciriani sc 
such "wrfag may be app r oved by a majority of two^hjrd* of the shares 
present andfor represented. 

I TWBaard «f Dtettaoti. 


Concessioning of the 
Metro de Medellin, 
Colombia. South America 


The Metro de Medellin Pda is saQddns bids for a 20-year 
concession for the man acemem, operation, and mainie- 
oance of the system operating in the City of Medeffin. The 
concession win also Include proposals for design, construc- 
tion. and operation of potential transit corridors, 

TtTTT 

Tender documents am be examined et Metro headquarters 
aiCaDe44. No. 46-00 l.BeHo. Dpm.Antioquia. Colombia, 
from November S4 throuQh December S9. 1997. Tender 
documents may be purchased for 20X00X00 pesos 
(-USSiS.ooo). Documents must be picked up in person at 
Metro headquarters. Payments are ncai-rdundtdtle. and 
purchase erf the documents does not constitute registration 
for the concessioning process. 

TffTr 

Pn^josals must besubmitted by Ffebniary SO, 1998. at Metro 
headquarters. Presentations on foe concession structure 
and requirements win be hdd for interested bidden on 
December 10-12. 1997. in Miami. norid&Forinfomrnoon 
on die presentations or the tendering process, contacti 
Juan Gonzalo JaramiUo. Director of Unidad Ofena del 
Servicio.Metio deMedellm. tefc 57-4-452-6000 e*L 8205. 
fax: 57-4-452-4450: or Erato Saima. Mereer Ma n ageme n t 
Consulting, tefc 781-674-384 1. fax 781-862-3935. 
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Commerzbank 
broadening reach 
and expertise in 
Global Equities 


To meet the objectives of its clients and 
shareholders worldwide, the Commerzbank 
Group is concentrating its activities for the 
future on three main areas of business: 
international finance, in ve stm en t banking, 
and domestic branch banking. This special 
edition of Viewpoint focuses on the Group’s 
overall strategy in global equities. 
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EARMIGS UP 52% AFTER MNE MONTHS 1997. 

In the first three quarters of 1997, the 
Commerzbank Group posted a pre-tax profit of 
DM 2J>4tuHion - a 523> increase over the com- 
parable year-earlier period. This result sur- 
passed the record earnings of the entire year 
1996 by mare than one-third, well ahead of 
projections for the current year. Total assets 
advanced to DM 515 billion. Including a capi- 
tal increase of DM 1.6 billion in October, the 
Groups equity capital is DM 15.1 billion. 
After-tax return on equity is nearly 15$, pos- 
itioning Commerzbank as one of Germany’s 
most profitable financial institutions. 

Investment Banking: Strong Expansion. 
Investment banking is a traditional strength 
of the Commerzbank Group. This segment 
encompasses bonds and equities, asset man- 
agement, and corporate finance. The Group’s 
strategy in international investment banking 


is to base iU core units in Frankfurt, sup- 
ported by strong outlets operating in other 
key international financial centers. 

Global Equities: Organic Growth. 
Commerzbank has taken decisive steps to 
expand its international global equities capa- 
bilities rapidly but judiciously from within the 
Group, rather than through acquisitions. The 
aim is to gain a competitive edge by building 
on the existing strengths of Commerzbank 
and providing a source of synergy far new 
areas. Hus path of organic growth in a market 
of vast potential offers significant advantages 
with regard to costs, profitability, and quality 
of service. 

Commerzbank's equities arm fa combining its 
sales, trading, research, capital markets and 
derivatives operations worldwide into an inte- 
grated service designed to meet the individual 
requirements of the bank’s current and poten- 
tial clients in equity markets. A large number 
of new products and services will also be sys- 
tematically added to those already offered as 
well as a Fundamental and Quantitative 
Research Center. The equities operation will 
offer well-balanced market coverage, so that its 
earnings are not overly dependent on the per- 
formance of any one location. 

Unique among global investment banks. 
Commerzbank’s Global Equities division is 
centered in Frankfurt and backed by experi- 
enced teams in London, New York, Tokyo. 
Hong Kong and Singapore. New offices and 
trading floors are being created in Frankfort 
and in all of these other centers -enabling us 
to proceed with another ambitious recruitment 
program planned for 1998. 

Rewarding Perspectives: It all adds up 
to a winning formula for dients seeking a 
solid investment banking partner and for 
Commerzbank's 225,000 shareholders world- 
wide. To start a dialogue with Commerzbank 
about global equities, just get in touch with 
us at* Commerzbank AG, Global Equities 
Division, Frankfurt am Main (Head Office I, 
Tel (69) 13 62-91 38, Fax (69) 13 62-24 44 

For more information about Commerzbank's 
full scope of banking and financial swvicos, 
contact the Corporate Communications 
Department Frankfurt Fax +49 69 13 G2-98 05, 
http:f /www.cammerzbank.com 
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INTERNATIONAL CAPITAL MARKETS 


Gilts end lower after early gains 


GOVERNMENT BONDS 


By Samer Iskandar 
in London and John Lafaata 
in New York 


European bond markets 
fluctuated in a narrow range 
yesterday, with thin trading 
volumes as the Christmas 
lull started to settle in. 

UK GILTS reversed early 
gains to end slightly loner, 
after die release of bearish 
economic data. The Decem- 
ber long gilt future fell from 
a high of 119^ to dose at 
119, down while in the 
cash market the 10-year 
yield spread over German 
bunds remained unchanged 
at 117 basis points. 

The UK purchasing man- 
agers' index rose 0.2 to 53.9 
per cent in November, 
against market expectations 
of a slight fan 


Growth in money supply 
was also slightly stronger 
than expected, with the MO 
aggregate up 6.8 per cent 
yearoa-year. 

“There is a risk that the 
Bank of England's monetary 
policy committee will hike 
rates again." said economists 
at Julius Baer Investments 
in London. 

Analysts pointed out that 
the MO data bad been dis- 
torted by the introduction of 
new 50p coins. HSBC Mar- 
kets, however, said credit 
card borrowing was strong 
last month, as was gross 
lending at £10bn. 

GERMAN BUNDS ended 
modestly higher. Trading 
volumes, however, were very 
low. with fewer than 13X00 
futures contracts changing 
bands on the London Inter- 
national Financial Futures 
and Options Exchange. 


Denmark opts 
for D-Marks 


INTERNATIONAL BONDS 


By Edward Luce 


Denmark kept Europe’s 
retail investors busy yester- 
day with a DM5Q0m five-year 
offering. The bond, priced to 
yield 10 basis points over the 
August 2002 German govern- 
ment bond, was the first big 
D-Mark fixed-rate issue since 
the World Bank's offering on 
November 10. 

Officials at ABN Amro, 
sole lead, said the timing 
was helped by the an unusu- 
ally large number of D-Mark 
redemptions in November 
and December, including a 
DM5bn UK bond and a 
DM2J5bn Sweden bond. 

Most of the bonds went to 
retail investors in Switzer- 
land and the Benelux region, 
an official in Amsterdam 

said. 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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EMERGING MARKET BONDS 
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Lille's December bund 
future settled at 103X8, up 
0.04. Traders said uncer- 
tainty ahead of Thursday’s 
meeting of the Bundesbank's 
council was weighing on 
market sentiment. 

Bear Stearns analysts said 
yesterday it was more likely 
than not that German mone- 
tary policy would be tight- 
ened through a rise in the 
repo rate, especially if the 
stock market turmoil stabi- 
lised. 

David Brown, chief Euro- 
pean economist at the US 
bank in London, said: 
"Remember that Bundes- 
bank council member [Rei- 
mut] Jocbimsen was pretty 
unequivocal in the wake of 
the October 9 rate hike that 
there would be a four-week 
cooling off period before 
German rates headed higher 
again." 


FRENCH OATs also rose 
marginally, with the Decem- 
ber notional future closing 
0.Q2 higher at 100.30. hi the 
cash market 10-year OATS 
were yielding 5.44 per cent, 
exactly the same level as the 
benchmark bund with a sim- 
ilar maturity. 

US TREASURIES saw a 
strong opening in morning 
trading on the release of a 
new report on manufactur- 
ing activity, but had moved 
lower by lunchtime. By mid- 
day the benchmark 30-year 
bond was down & at 101 li, 
yielding 6.027 per cent. 

Shorter-dated issues were 
also down by a modest 
amount, with the two-year 
note losing £ to 99%, yield- 
ing 5.759 per cent, while the 
10-year note was also ± 
lower, at 1Q2&, yielding 5.846 
per cent. The Federal Funds 
rate was at 5% per cent. 


When prices rose in early 
trading, sellers stepped in 
and led them lower. "We’ve 
given up a bit of ground, on 
some profit-taking," said 
Tom O’Connell, senior gov- 
ernment trader at First Chi- 
cago Capital Markets. 

A lower than expected 
reading of business manufac- 
turing activity by the 
National Association of Pur- 
chasing Management helped 
to set a bullish feme to morn- 
ing trading. The NAPM 
index for November was 
54.4, suggesting continued 
economic expansion but a 
slowing compared with Octo- 
ber. In a separate report, 
construction spending for 
October rose by OJ. percent 
below the figure analysts 
had expected. 

Later in the day 5l4-5bn in 
three-month and six-month 
bills were to be auctioned. 


Vietnam 
near deal 
on debt 


arrears 


By Jeremy Grant In Hanoi 


Slow start 
for UK gilt 
strips market 


New international bond issues 


"The market is still open 
to decently priced sovereign 
issuers but it would stfll be 
very difficult for a corporate 
to come to this sector unless 
it was very cheap," he said. 

BANQUE DU LIB AN ET 
D’OUTRE MBR, Lebanon’s 
largest private sector bank, 
came to the market with a 
$75m subordinated offering. 
The eight-year bond, Banque 
du Laban’s first international 
security issue of any kind, 
was targeted mostly at Mid- 
dle Eastern investors, said 
an official at SBC Warburg, 
sole lead manager. 

Officials denied that the 
deal, priced to yield 300 basis 
points over the US Treasury 
curve, was too aggressive. 
Although it was priced 
below the secondary market 
spread of Lebanon's 10-year 
$400m offering (which was 
trading at a spread of 344 
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basis points yesterday), the 
deal was successfully placed 
with l eading regional inves- 
tors. said the official. 

"Middle Eastern investors 
are not particularly affected 


by the wider financial cri- 
sis,” he said. 

"For them, Banque du 
Liban Is a strong name and 
it is therefore paper worth 
buying.” 


At BB-/B1, the bank's 
subordinated debt is rated 
the same as the Republic of 
Lebanon, implying that its 
rating would be higher if the 
sovereign ceiling wee lifted. 


Vietnam and its London 
Club creditors are expected 
to sign as agreement that 
will seal the repayment of 
about $700m in commercial 
debt arrears in two weeks’ 
time, finally improving the 
communist-run country's 
debt profile after red tape In 
Hanoi delayed the deal by 
sft g months. 

The debt has been hang- 
ing over Hanoi since the late 
I9T0s and early 1380s and is 
owed mostly to Japanese 
*>wd European Institutions. 

Rollo Prendergast, a direc- 
tor of ANZ Investment B ank 
in Hong Kong, said the 120 
or so creditors bad been sent 
final paperwork at the 
weekend and a so-called 
"exchange agreement" will 
be signed on December 16 in 
Paris. A letter was included 
from Michel Camdessus, 
International Monetary 
Fund chairman, expressing 
support for the deal. 

ANZ Bank and Bank of 
Tokyo-Mitsnbishi have co- 
chaired a steering commit- 
tee acting on behalf of the 
creditors since negotiations ' 
started with Vietnam in \ 
1994. i 

A date oT January 26 has j 
been set for the nest step, at | 
which the committee will ; 
cancel the debt, Vietnam 
will make a cash down- 
payment of $15m and pro- 
ceed with the issue of Brady 
bonds bached by US Trea- 
suries. 

Broad agreement cm how 
Hanoi would repay the 
arrears was reached in May 
last year, with creditors 
offered a menu of options 
ranging from a cash hoy- 
back, to par bonds bearing 
low interest and discount 
bonds at market rates to set- 
tle principal. 


By Samer Iskandar 


The new UK gilt strips 
market got off to a slow stun 
yesterday, but traders wen? 
optimistic activity would 
gradually pick up. 

"We saw a bit of nibbling 
at the long end of the yield 
curve." said Andrew 
Roberts, gilt analyst at UBS 
in London. "There were 
hardly any customer flows, 
but you have to remember 
this is a completely embry- 
onic market." 

The introduction of a strip- 
ping facility is the last main 
reform before the conversion 
of gilts to euros, under the 
planned European single 
currency, if and when the 
UK joins. It follows the 
launch last year of the gilt 
repo market, where inves- 
tors can raise cheap finance 
by depositing gilts as collat- 
eral and traders can estab- 
lish short positions (selling 
bonds they do not own) by 
borrowing securities. 

Strips - an acronym for 
separate trading of regis- 
tered interest and principal 
of securities - are the differ- 
ent components of a conven- 
tional bond (coupon pay- 
ments and final redemption) 
separated and traded as dis- 
tinct securities. 

By concentrating all cash- 
flows Into a single payment 
at maturity, strips remove 
reinvestment risk - uncer- 
tainty over the interest rate 
that will be available when 
coupons have to be rein- 
vested. 

Conversely, strips are 
more sensitive than conven- 
tional bonds to changes in 
interest rates, which makes 
♦ht»m attractive to specula- 
tors betting on the future 
direction of the market. 


Analysts expect the lon- 
gest dated principal strips tn 
be the most in demand, slncv 
they are the most liquid and 
offer the highest sensitivity 
to changes tn interest rates. 

To coincide with the start 
of trading. JJV Morgan 
launched a new index of gin 
strips with maturities of is 
years or more. The index, 
which will have a longer 
average life than any other 
yardstick, will be particu- 
larly useful for long-term 
investors such ns pension 
hinds and Insurance compa- 
nies, according to the US 
investment bank. 

Pension funds, which have 
to match assets and liabili- 
ties with a long-term view, 
are expected to be the most 
active buyers of strips. In 
the US, where they have 
been available for more than 
a decade, strips have become 
popular among parents sav- 
ing to pay for their chil- 
dren's education. 

With about SSUbn of stripp- 
able bonds, the UK market 
will be the world's third 
largest, after the US and 
France. And the pool of 
strippable bonds will grow 
gradually. The Bank uf 
England will announce 
details today of its next 
auction of five-year strippa- 
ble gilts. The issue is expec- 
ted to be in the region of 
£2bn. 

"The strips market is 
going to be like a rolling 
stone. ” said Mr Roberts at 
UBS. “It will start slowly 
and pick up speed gradu- 
ally." 

Although trading started 
yesterday, actual stripping 
will only take place from 
Monday, the first settlement 
date for trades involving 
strips. 
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CURRENCIES AND MONEY 


Dollar benefits from Korean woes 
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MARKETS REPORT 


By Simon Kuper 

The dollar hit its highest 
level against the yen since 
May 1992 and the pound rose 
tO jUSt belOW DM3 jOO apainet 
the D-Mark, helped by con- 
tinned gloom over Asia. 

“AH we’ve done today is 
extend the recent trends,” 
said Marc Chandler, u*i\m 
currency economist at Deut- 
sche Morgan Grenfell in 
New York. 

South Korea said it had 
reached agreement with the 
International Monetary 
Fund on terms for a loan to 
bail out its economy. But the 
market focussed on the dam- 
age that the IMF's stiff con- 
ditions could do to Korea's 
economy, and on the risk of 
continued Asian financial 
contagion. The World Banir 
the Aslan Development 
Bank and other countries 
are to contribute to the Kor- 
ean rescue package, but cur- 
rency strategists said the 


expectedsums were low. 
Michael Burke, senior econo- 
mist at Citibank in London, 
said: “As James Brady said, 
"A billion dollars here, a bil- 
lion there, and soon you are 
talking real money.’ -But 
86bn-9bn from the World 
Bank is a drop in the ocean.” 

The Korean won fell, 
prompting a further slide in 
the .yen, which dropped 
through strong support at 

Y128 to the dollar. Concerns 

remain over Japanese finan- 
cial institutions, two of 
which collapsed last week. 

Richard Medley, presklent 
of Medley Investment Group, 
the hedge fund adviser, said 
that strong falls in the Japa- 
nese currency could in turn 
drag other Asian currencies 
lower. He also said that a 
dollar as high as Y140 or 
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Y150 against the yen “would 
be a political disaster in the 
US”. Traders fear the Bank 
of Japan might sen dollars if 
the yen bits YlSO. 

Mr Chandler said the 
Asian market turmoil was 
likely to continue beyond 
the Korean presidential elec- 
tions of December - 18, 
because the winner may try 
to renegotiate the IMF loan. 
The three candidates have 
called the IMF package 
" shamef Ul". 

The D-Mark suffered from 
the growing belief that Ger- 
man rates would rise only 
slowly in the run-up to mon- 
etary iminn , anrt from tur- 
moil in eastern Europe. The 
Czech krone hit a record low 
after the country’s govern- 
ment resigned on Friday. 
The Czech National Bank 
raised its key repo rates to 
defend the currency. Fears 
grew over Russian govern- 
ment finances. 

The dollar jumped Y1.7 
against the yen and 1.3 pfen- 
nigs against the D-Mark to 


Dollar. ■- • 

Against ita yen per $} 

_T40 — — 
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close in London at Y129J 
and DM1.777. A weaker than 
expected US National Associ- 
ation of Purchasing Manage- 
ment index for November 
was shrugged off. as most 
US data have been recently. 

■ The pound benefited from 
a strong UK purchasing 
managers’ for manu- 

facturing for November. UK 
consumption is thought to 


be solid in the run-up to 
Christmas. “It is bard to 
Judge the strength of sales,” 
said ABN- Amro, "because 
you can’t walk down the 
crowded streets.” 

Sterling rose 2 2 pfennigs 
to DMSJKMi a 16-week high. 

■ The dollar and Wall Street 
seem to have risen above 
earlier fears that the Asian 
crisis would hit the Ameri- 
can economy, currency strat- 
egists said. Avinash Persaud, 
global head of currency 
research at J.P. Morgan in 
Europe, noted: "You are see- 
ing the markets break free 
from concern that global 
contagion is going to sweep 
across all markets.” 

Conversely, the currency 
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market is no longer os sure 
as it was that Germany is a 
safe haven from Asia's prob- 
lems. Mr Burke points out 
that Germany is more reli- 
ant than the l*S on exports 
for economic growth. Fur- 
thermore. European banks 
account for 42 per cent of 
total loans to Asia. 

■ The Hank of Canada had 
to intervene again yesterday 

to support Its currency. 

which has failed to benefit 
from last week's rise in 
interest rates. More had 
news came as Canada's cur 
rent account deficit widened 
sharply in the third quarter. 

Gordon Thiessen, governor 
of the Bank of Canada, said 
the country's "extraordinary 
monetary stimulus of the 
recent post" would no longer 
be needed. 

The Canadian dollar 
closed unchanged against 
the US dollar at C$1,421. but 
most currency strategists 
believe that rates will rise 
again soon. 
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Dec 1 

Ctoeing 

mid-point 

Change Bidftsfto 
on day agreed 

Day** Mid 
high low 

One month 
Beta %PA 

Three months One year Bank of 
Rate MPA Ram MPA Eng. Max 

Dec 1 



Europe 

Austria 

(Sch) 

212686 

+0.1543 529 - 783 

21X7789 

206068 

209906 

4JD 

208739 

3.7 

203532 

3.4 

102.4 

Europe 

Austria 

(Sch) 


Betgun 

(Bft) 

612587 

+04488 394 - 770 

61.7790 

612590 

61.1018 

4.1 

60.7101 

33 

59.1531 

33 

1013 

Betgkan 

(BFf) 

# a 

Denmark 

PKr) 

112874 

+0.0851 038 - 012 

11A025 

118054 

112772 

3J 

112110 

33 

103545 

32 

1043 

Danmark 

(DKr) 


Rntand 

(FM) 

92558 

+02738 500 - 812 

0X1815 

88780 

88408 

43 

83042 

33 

83808 

33 

007 


(PM) 


Renee 

(FFr) 

1D2190 

+02728 166 - 213 

10X1343 

DJ04QQ 

95123 

4.1 

93409 

33 

03B41 

33 

1D53 

Fiance 

(FFr) 


Germany 

PM) 

22930 

+02222 030-947 

20961 

20687 

20021 

33 

20436 

33 

28673 

33 

1033 


(DM) 

•"I 

Greece 

Ok) 

469266 

+3238 370-762 

469.785 

465045 

460667 

-63 

472883 

-63 

406233 

-6.4 

853 

Greece 

PJ 

" . 

Ireland 

K> 

1.1462 

+00101 452-471 

1.1476 

1.1359 

1.1351 

1.1 

1.1324 

13 

1.1113 

22 

07.1 

Ireland 

CEJ 


My 

U 

2831 A 1 

+10-00 875 - 306 

2903-86 

2900.00 

2008.T4 

\A 

29002 

13 

284438 

23 

753 

Italy 

ru 


Lmembowg 

(LFi) 

81.7587 

*04488 394 -770 

B1J780D 

61 2500 

61.1018 

4.1 

607191 

33 

50.1531 

33 

1013 

LuMffltoaag 

8 Fi) 


NdtMftanda 

(FD 

32740 

+0X1247 728 - 751 . 

33755 

13465 

33378 

4.1 

33172 

83 

32311 

33 

1012 

Natfwtms 

IF‘i 


Norway 

(MO) 

122125 

+0X1058 105 - 144 

122208 

121108 

120752 

4.1 

12004S 

3.7 

117303 

32 

986 

Norway 

(tmi 


Portugal 

M 

305206 

+2278 682 - 110 

300203 

303078 

30207 

26 

301366 

23 

294313 

23 

01 A 

Portugal 

(Eel 


Spain 

(Pta) 

253.122 

+1276 017 - 227 

253-400 

291X170 

250J21 

23 

249377 

27 

243307 

23 

76J 

Spain 

(Pta) 

1 

Sweden 

(ao) 

13.1621 

+0.1438 442 - 500 

13.1623 

13X7153 

129741 

32 

12015 

23 

127055 

23 

843 

Sweden 

(SKr) 


Swttrartand 

(SFr) 

Z4133 

+OX1113 121-145 

2.4151 

23980 

23894 

63 

23678 

5.7 

22707 

53 

1083 

Swttzartand 

tSFrj 


UK 

n 

- 

- 

- 

- 

- 

- 

. 

- 

- 

- 

1053 

UK 

IQ 


Ecu 

- 

1J03B 

+cxn 02 091 - 104 

1.5110 

1.4987 

5.4957 

32 

1-4862 

33 

1.4557 

23 

. 

Ecu 

_ 


SORT 

- 

1241500 

- 

- 

- 

- 

- 


- 

- 

- 

- 

SDRf 

- 


Americas 

Argentfna. 

(Pwo) 

12843 

+0X1002 840 - 845 

1X904 

10753 


. 






Americas 

Argentine 

(PWO) 


umza 

(RS) 

12682 

-00008 878-685 

1.0753 

13587 

- 

- 

- 

. 

- 

- 

- 

BrtCi 

(RA 


Canada 

ICS) 

22984 

+0X1002 078 - 082 

2A068 

23877 

23906 

33 

2378 

3-4 

23284 

23 

827 

Cenadi 

(CS) 


dosing Ctarge BidTofter 
nUd-poM an day apraad 


Day's mid 
Mgh low 


Om month 
Rtfa WA 


Una month* Om yur j.r Ua>]xi 
Rale «tPA R3» WA .aan 


1JL5083 

36.6640 

6.7663 

5J780 

58478 

1.777* 

278.765 

1j46B7 

174028 

2JXJ30 

7B501 

181600 

150270 

7.6079 

1.4327 

1J645 

1.1157 

0.73700 


•♦OJ3942 

+0274 

+0052 

+00449 

+00444 

+00135 

+108 

-00133 

+1223 

+0274 

+0015 

+00563 

+120 

+1.145 

+00660 

+0007 

-Q0003 

-00079 


062. 104 
560 - 700 

650-875 

735 - 785 
474 ■ 464 
771 - 776 
690 - 840 
687 - 707 
855- 100 
580- 700 
026-034 
500 - 502 
500 - 700 
230-310 
044 - 114 

322 - 332 
.842 - B47 
154-160 


125160 

3&6730 

6.7688 

52708 

52520 

1.7788 

278.010 

1.4525 

174120 

362730 

22043 

72S7G 

151.750 

150220 

72243 

14340 

12910 

1.1232 


122983 

362410 

6.7064 

52260 

52860 

1.7617 

276450 

14683 

172700 

362410 

12651 

7.1848 

170280 

143.010 

7.7468 

14230 

1.6759 

1.7150 


Msdco (New Peso) 13.7763 -02568 683 - 842 132000 13J610 132947 -H2 142158 -142 152384 -132 


USA (S) 

PadHc/MMdls Ent/AMca 
Australa 
Hong Kong 


12845 -0.0003 842 - 847 12010 127SB 12825 12 12776 1.7 12563 1J 1082 


872 


Mexico (New Peso) 

USA (SJ 

PadflcMdtfle EaetMMca 


02000 +02003 090 -009 
1.10B1 -02002 DM - 091 
14239 +02004 236 - 241 
8.1785 -0232 750 - 820 


02009 0^00 
1.1095 1.1085 


142S8 

8.1830 


1.4230 


(Ra) 66.1484 
(Shk) 52484 -0214 417 - 551 


(AS) 24846 +02223 833 - 850 24874 24710 24587 2-7 24481 22 24034 24 

(HKS) 132259 +02010 222 - 295 132716 122570 132318 -0.7 130858 -12 1328BB -22 

+1.14 880 - 087 862440 852400 - - ... 

52688 52410 - - -. ... 

(Y) 217.748 +2.728 649-840 217280 214270 213248 82 211258 74 100273 72 11&9 

(MS) 82097 +0.128 008 - 1B6 82248 52193 52784 0.7 52893 -02 6214T -22 

New Zealand (NZS) 2.7621 +0.0304 601 -841 2.7848 2J403 22307 04 2.7288 04 2.725 02 1052 

PhBppbies (Pes<4 582558 +02742 786 - 330 582268 58J668 592302 -132 60200 -142 682942 -13.1 

(SR) 62178 -00014 166 - 188 82423 62858 62128 12 B2S79 12 62279 14 

(SS) 2-7002 +00171 061 -023 2-7D35 2.6835 28812 02 22775 06 2256 12 

82014 8.1600 82469 -92 82466 -82 8.7488 -09 


14784 14710 


tnefia 
brad 
Japan 
Malaysia 


392100 382200 
32423 a was 


32800 

12451 


12340 


Saud Arabia 
Singapore 
South Africa 


R 8.1924 +02101 888 - 081 


:** ■■ 

X 


South Korea (Wan) 199627 +25.7 072 -142 2002.12 198328 - - - - ... 

Taiwan (T5) 54.1475 -02488 645-305 54.4082 532472 542421 12 542183 13 592825 13 

Thaland (Bt) 682435 +123 400-370 602330 642300 882359 -72 682559 -52 709728 -4.7 
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Ausnsto (AS) 14750 +02135 745-758 

Hmg Kong (HKS) 77330 +0.0027 320 - 340 

India ps) 302700 +0285 400-000 

knri (9M 32314 -02075 270 - 348 

Jtyxm 00 129270 +1.645 230 - 310 

Mttvsta (MS) 32678 +02768 630-725 

NewZentand 0(2S) 1.6387 +02183 388 -407 

Ptilppinea peao) 352000 +0.17 000 - 000 

Seud Arabia (SR) 3.7508 - 505 - 508 

Shg^xxe PS) 12030 +00104 020 - 040 

South Africa P) 42835 +0207 620 -650 

South Korea (Won) 118520 +152 200 - 800 

Taiwan (IS) 32.1455 -0.141 010 - 900 

Urtmrl (Bt) 402700 +062 200 -200 
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3.7508 3.7504 

12045 12942 


118920 116520 


123841 

23 

12A453 

2.0 

12233B 

: 7 

177 j 

363805 

2.7 

36.466 


3596a 

1 £ 

132.3 

6.7536 

23 

6735 

19 

66632 

It 

lE-’i! 

53634 

23 

53463 

- + 

5285 

1 ' 

304 

5.93*8 

23 

59154 

C? 

5S357 

* g 

*2S l 

1.7739 

24 

1.7681 

21 

1.7*45. 

13 

i3T 3 

280.715 

-84 

283.79 

— 

M?J4 

-62 

65 4 

13689 

08 

1 4684 


1 477? 

-C£> 


1740.64 

-02 

174036 

-02 

1728 SF 

07 

75 D 

363805 

2.7 

36 466 

- - 

35283 

16 

107.0 

13086 

26 

1.9923 

2.1 

1JE56 

1.9 

1C7 5 

7234 

27 

72133 

20 

7.14C 1 

15 

381 

181.455 

1.0 

181.202 

02 

1734 

■ * 

932 

150.15 

13 

149303 

10 

148 335 

’3 

76.6 

7.7972 

1.6 

7.7355 

i.i 

7.7JS4 

06 

55.1 

1.4272 

43 

1-418? 

4.1 

1377 

39 

1382 

13822 

1.7 

18773 

•* 

1.6562 

1 7 

104 7 

1.1173 

-7.7 

7.1195 

-1.4 

1.133? 

-1J 


1/4214 

21 

1.4182 

12 

14C77 

1 1 

82.7 

82855 

-15.7 

8.4355 

-152 

93585 

-14 4 

- 

- 

' 

- 

‘ 



109.1 

1.4742 

0.7 

14716 

09 

1 4609 

IX) 

8B£ 

7.7485 

-24 

7303 

-32 

8.0SS 

-4£ 


120375 

65 

127.43 

5.7 

12224 

5.4 

121.4 

3.5706 

-12 

3.5873 

-22 

3.7025 

-3J 


13428 

-23 

1.6432 

-2.1 

1.667 

-1.7 


35391 

-13A 

363025 

-149 

39 9385 

-142 


3.7521 

-03 

3.754 

-0.4 

3.7599 

-02 


1308 

-3.7 

1.6125 

-2.4 

1.622 

-12 


43085 

-11.1 

42805 

-92 

52847 

-8.7 


32.1565 

-0.4 

32.178 

-C^ 

32258 

-02 

. 

41205 

-92 

41255 

-6.7 

4322 

-6i5 
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■ THHKB MONTH HBMt PUTlOtSS iMAlIRPuns tntartunh uttered r** 


Open 

Senpncn Change 

Hflh 

Low 

Fst. »a1 

Cron mr 

Dc; 

9628 

SG20 

son 

0627 

7.5*JJ 

50 384 

Mar 

» 11 

96XW -001 

OF. 11 

96 05 

025 

E.’.F'IJ 

Jun 

0087 

05 80 -0 01 

95JBH 

95.86 

?■>» 

32*07 

■ THRU MONTH KUKHUItK FVTUWBS ILIfFD" DMlm ucMita cf !I1C\ 


Open 

Selt price Change 

Hgti 

Lew 

Est irt 

Ppm j'» 

Dec 

9620 

sen 

9G22 

116 TO 

2HV. 

2824J8 

Mar 


9606 -001 

96 09 

90 07 

21781 


Jun 

9S59 

6688 0 PI 

95 BU 

05 87 

1 JJJ4 

SMcU? 

Sep 

95.71 

95.70 001 

95.71 

95 68 

13172 

? *6027 

■ OHS MONTH UHtOMAHK PUTUftCS JLIFTFl* DM3m pnatts of 13QS. 


Open 

EMtpf.ee Change 

Hflh 

Lm 

[st hi 

Open 

LVc 

9621 

9G?1 

9621 

9621 

I2LTJ 

.’MSJ 

Jan 


9634 -OOI 



0 

60C 

Feb 


9626 -0.01 



0 

too 

Mar 


96 1? -001 



a 

1CU 

■ THREK MONTH KMOURA PUTUMC HJFFFI' l lOOUm pcwita nr 1J0 S, 


Open 

5ertpilce Change 

Kfltl 

Laa 

tsL ujl 

Opal <5 

Dec 

9109 

9400 +002 

ftlOO 

S3 94 

ID52D 

n??n 

Mar 

94.74 

94 77 +003 

94 77 

04 68 

17RW 

1745(1 

Jun 

952? 

9523 +0.03 

0524 

0517 

13316 

175758 

Sap 

95.37 

9537 +002 

9538 

05 34 

4761 

69633 

■ THRO MONTH EURO SWSS FRANC PUTUMB OJFFEl GFiIra ponts of 11)12% 


Open 

Soft price Change 

*gh 

Low 

EUL viV 

Open mt 

Dec 

98.11 

9817 +0.07 

98.18 

9811 

7H37 

57696 

Mar 

9813 

9822 +009 

S82S 

96.13 

15314 

45033 

Jun 

97.99 

9805 *0.10 

98.08 

97.98 

3091 

33437 

Sep 

97.65 

9728 +0.08 

97 93 

97 83 

850 

18361 

■ THREE MONTH nmoVDI FUTURES (UFFTl YlOOm prams of 100'S 


Open 

SeRpnce Change 

Hflh 

Low 

Est vot Open nt 

Dec . 

9929 

9928 -006 

9929 

9929 

726 

0 

Mar 


9929 -0.03 



0 

0 

Jrai 


9928 -0 03 



a 

a 

■ THREK MONTH ECU FUTURRS (UFFE) Eculm pomts of 100S, 



Open 

Sett price Change 

High 

Low 

EsL voi Open ait 

Dec 

95-45 

95.46 +0.01 

95.46 

95.43 

553 

8786 

Mar 

95.40 

95.41 +0.01 

95.41 

95 39 

469 

6992 

jLfl 

9525 

96.37 +0.01 

95.37 

95.35 

236 

6370 

Sep 

95 33 

95.33 

95-34 

95.32 

214 

7484 

' UFFE futures also ended an APT 





■ EUROLIItA OPTIONS (LIFFE) LlOOOrn poms 

Of 100*» 




Strike 

Price 

Oec 

- CALLS - 
Mar 

Jun 

Dec 

- PUTS - 
Ma 

Jun 

9400 

0X» 

0.80 

125 

0.06 

a 03 

aos 

9425 

o.t» 

0.58 

121 

027 

o.ae 

003 

9450 

0 

0.38 

0.79 

050 

0.11 

006 


E9L vot toUL tab 14160 Pula 1166. ftwnouB an»ia open M. Cab 2XCK) Puts 1+1101 


CROSS RATES AND DERIVATIVES 




EXCHANGE CROSS RATES 

tael BFT DKr FFr 


DM 


NKr 


Pta SKr 


CS 


.356i' 


:w- 


■SiMf 




(BFf) 

100 

1045 

1622 

4248 

1256 

4747 

5463 

1077 

4952 

4002 

2120 

3208 

1219 

3284 

2.727 

3522 

2445 



(DKr) 

54.19 

10 

0790 

2.627 

1.006 

2572 

2260 

1DJ2 

2604 

222.1 

1124 

2.117 

0877 

2.104 

1478 

1912 

1225 



(FFr) 

61.64 

1128 

10 

2288 

1.144 

2928 

3268 

12.19 

3052 

2522 

13.13 

2.409 

0298 

2204 

1281 

2172 

1207 

' 


(DM) 

2063 

3.807 

3246 

1 

0283 

979-1 

1.127 

4X179 

1022 

8424 

4.393 

0206 

0234 

0.801 

0563 

72.73 

0204 

?*• - * 


(K) 

53.89 

9244 

0742 

2.612 

1 

2558 

2244 

10-66 

2662 

2209 

1148 

2.106 

0272 

2293 

1470 

1900 

1217 


Italy 

04 

2.107 

(L389 

0242 

0.102 

0X139 

100 

Q.115 

0417 

1044 

8.635 

0449 

0062 

0034 

0.082 

0057 

7428 

0052 


NeOwrtands 

(Ft) 

1820 

3278 

2-970 

0287 

0240 

8682 

1 

3.620 

90.66 

7322 

3.B98 

0715 

0298 

0711 

0460 

6424 

0447 



(MKr) 

50-57 

9.333 

8204 

2.452 

0238 

2400 

2.763 

10 

2502 

2072 

1077 

1.976 

0219 

1264 

1279 

1782 

1236 



m 

2019 

3.726 

3275 

0.970 

0375 

9503 

1.103 

3292 

100 

82.75 

4200 

0789 

0227 

0784 

0251 

71.18 

0494 



(Pta) 

24.40 

4-503 

3258 

1.1 B3 

0453 

1158 

1233 

4225 

1202 

100 

5.196 

0953 

0295 

0248 

0665 

68XJ3 

0298 

J 

Sweden 

(SKr) 

4086 

0666 

7218 

2276 

0871 

2229 

2265 

0286 

2322 

1922 

10 

1235 

0780 

1224 

1281 

165.0 

1.148 

. " ■ 


(SFr) 

25.50 

4.723 

4.152 

1241 

0475 

1215 

1288 

5.060 

1262 

1042 

5460 

1 

0414 

0294 

0.688 

9023 

0626 


UK 

m 

61.76 

11.40 

1002 

2294 

1.146 

2931 

3274 

1221 

3052 

253.1 

1015 

2413 

1 

2290 

1285 

2172 

1210 



(CS) 

25.75 

4,752 

4.177 

1248 

0478 

1222 

1407 

5292 

1272 

1052 

5483 

1.006 

0417 

1 

0702 

9079 

0.629 


LEA 

(Q 

36.66 

0766 

5246 

1.777 

0680 

1740 

2203 

7250 

1812 

1502 

7208 

1433 

0594 

1424 

1 

1292 

0266 



(V) 

28-38 

5234 

4.601 

1275 

0528 

1346 

1249 

5.009 

1402 

1102 

6.040 

1.108 

0459 

1.102 

0774 

100 

0683 


Ecu 


4091 

7.549 

0636 

1283 

0.759 

1942 

2-235 

ooas 

2022 

167.7 

8,711 

•1298 

0282 

1280 

1.116 

1442 

1 


ta+aii Kroner. Fiencti Fono. Nonregtan 


Kromr. red SaedHi Kronor pw TO; Be0bn Fane. Ten. Escudo, Ue and Peeaa per 10Q. 
DM 125200 per DM 


■ JAPANESE YEN FUTURES (IRAQ Yen 122m per YenlOO 




-/ 


Open 

Late* 

Change 

Hitfi 

Lew 

Eat vet Open ktt. 


Open 

Latest 

Change 

High 

Low 

f f • 

Dec 

02680 

02638 

-00031 

02683 

05629 

14X136 65283 

Dec 

07848 

07767 

-00071 

07850 

07783 

’I* 

Mar 

05661 

05688 

-00030 

02867 

02687 

3270 8X170 

Mar 

07920 

0.7883 

-00073 

07060 

0.7878 

- e- • 

Jun 


- 

- 

- 

- 

184 4,110 

Jun 

- 

0.8086 

“ 

- 

— 


Est wot Open fru. 


922 

1258 


8.100 

1240 






■ SWISS FRANC FUTUBBS (I MM) SFr 125200 P» SFr 

Dec 0.7038 02996 -02028 0.71 

Mv 0.7065 0.7068 -0.0028 0.71 

Jun - - 


UK INTEREST RATES 


LONDON MONEY RATES 

tael Over- 7 days Ona Urea Six 

night notice- march months montha 


MITUMB8 6 MM) £82200 Per E 


06878 

7237 

44275 

Dec 

12670 

12786 

-0X1082 

12870 

12758 

9213 

55.499 

0.7058 

92S 

• 4,705 

Mar 

1.6738 

12710 

-00064 

12738 

12702 

474 

3247 

07140 

468 

1288 

Jun 

- 

12630 

-QOqnw 

- 

1.6830 

1202 

1X248 


EMS EUROPEAN CURRENCY UNIT RATES 

Dec 1 


Ona 

JW 


Interbank Stertng 
Starting CDs 
Treasury BO* 
Bank 


: • * or * 

t * * 

t 


i * '• '*■' 

i >t* or' 


7A - 2 7ft - 7i 7lg - 7% 7V ■ 7t0 ^ - 7B 7E - 70 

- 7* ; 7* 7ft - th m - 7jj r\ - m 

. 7*. - 7le 7V- 7ft - 

___ __ - - 7^» - 7>* 7ft - 7ft 7% - 7V 

Local BMhtrty daps. - 7 TV - 7V 7ft - 7& 7ft - 7lj 7V - 7*£ 7?| - TV 
Dfacant Marta daps 7 1 * ■ 7^ 7*» - 7 

UK dealing bank base lancing rata 7^ oar cent from Nov 6, 1997 

Up to 1 1-3 3-6 B -0 9-12 

month month imnthe months monlfti 


Ireland 

to* 

Spain 


Portugal 


Germany 

'Belgium 

Net h eriam 

Austria 


Oris of TaK dep. (£100200) 2^2 Sh ■ 5 5 4^ 

Certs c# Tax dep. Mkr otoi £wc- 

Am. Mr rba of tfccotrt on Nov Fa. T.1330pa BCQD toad rate Sop. EJgaort tteroa ***** 
Sd2TK“taw!Awreed ire to paftod Oec 24. «0T to Jan » .1*8 

SSra ito lor potodJK 1 , 1097 id Nw 2A 10B7, Schamee IV A w 7^0ipe. Fhance 
" ro Raae 7ta>c trom Dec 1, 1B97 


Ecu can. 
IBtBB 

Rate 

against Ecu 

Change 
on day 

46+/- from 
een. rate 

% spread 
v weakest 

Ditf. 

ind. 

0798709 

0.756937 

-0X100454 

-523 

849 

35 

1906.48 

193840 

+149 

127 

1.12 

-12 

163226 

167221 

+0211 

2.13 

087 

-15 

525424 

5.98462 

+0.00856 

223 

058 

-15 

197298 

202235 

+0252 

245 

026 

-16 

645063 

622387 

+000799 

2JS6 

025 

-21 

724555 

723383 

+0X10867 

2-56 

02S 

-18 

122573 

197B35 

+0 .00247 

2.78 

003 

-27 

307191 

408275 

+00508 

2.79 

023 

-20 

2.16979 

223057 

+000265 

2.80 

0.02 

-21 

132465 

132302 

+00169 

222 

020 

-21 

EMBERS 

295268 

310422 

+0.187 

5.13 

-220 

— 

0783103 

0663131 

-0X105115 

-162S 

2227 

" 


UK 

Bu cawad m nt by »a Empan CannSaann. tarsmtes am in daroenAng rotaava adaoijih. 
FMMV dunpa* are tor Ecu; a peebw* etonge dreetae a weak onwiey tamanandm ttaoda 
bWwatn reo aponb: me perowsaoe tom baerean *a actus ratal andEra ewwal mm lar e 

ra ibH ate toe toa E 
by Bw FknneH Tbnes. 


cam*, m to madam pmaaed pwccrtne dewtton id tne cmneye mntot m» »om U Etaj 
Genre nta. 17WB£ Swann auependad bent HIM. I 


canre rea.17JM2: Suing auapendad 
■ PIM IIMH HI* « ** rMBmewib Fa+ wn (cents per pound) 



Open Sail price Change Ugh 
Dec 9828 9220 +022 8321 

Mar 09.99 0225 +023 6226 

Jun 9228 9220 +0.04 9221 

Sep 8227 82.40 +023 9241 

Dec 9256 9257 +0.03 9229 

AIK, traded on APT. A1 Open Waal Bob. era tor pnwtout dey. 

■ SHOIW *reM;D«OnWJ»P^^»O^OOO^o|rmoMOO«_ 





Strfce 

■ - 

- CALLS - 

" 

* 

- PUTS 

09 Ml 

14676 

15272S 

Price 

Dec 

Jen 

Feb 

Dec 

Jan Feb 

V>99 

15850 

122284 

1270 

129 

2.19 

226 

1.07 

220 229 

9226 

10034 

108654 

1480 

087 

1.75 

226 

1.82 

2.74 3.71 

9227 

5963 

83293 

1490 

051 

127 

127 

2.30 

■ 

92-55 

2878 

75510 

Pmleie day^ vet. C*b 31 Pto 60 ■ Pnv. (toy’s opM tnt. CMe 33,171 Pins 27.195 


FHIADHPMA Ml D-UARK/S OnWW DM62200 (S pv DM) 


Strike 

Price 

Dec 

- CALLS - 
Mar 

Jun 

Dec 

- PUTS ~ 
Mar 

Jun 


008 

0.15 

026 

003 

015 

021 


O01 

OXM 

014 

021 

029 



0 

0.01 

006 

045 

051 

061 

Est rot total 

OMa 1721 Wa 2260. Freda* rtoyfa opan W, tal* &t&9 Pise 2337B4 


Strike 

Price 

Dec 

- CALLS - 
Jan 

Feb 

Dec 

Jan Feb 

0880 

038 

1XS 

121 

032 

084 1X12 

0965 

021 

064 

1.04 

083 

1.13 120 

0570 

Oil 

065 

082 

122 

146 1JB1 

Pmvfcui 

day’kveL, CM* 636 Pula 1X&0- F¥w. day's open InL. Cals 10XB1 Put* 32808 


■ TKHBE MQOTH EUBOPOULW (IMMi tint poWs of 10096 


base lending rates 


Adem&Cofflpay 

Afflod rtsh Bar* (G8) 

•HerayAnetWher 
Etoo) BBsao Vccaya 
Bra* of Cyprus 
Bonk ol Mand 
Banket Ms 
Bank of Scotland 
BandayoBoNt 
BrttBkef MdEest 
•Omwm Stiptolf * *-** 
CMbankNA 
Oydecdski Bank 
UiSCo+ipw 
Count 5 Co 
C^fauaPepiraBenk 
Duncan Loreto 


K 

Tn»tUn*ed 325 

» Sen Bat* &00 

7SS •flabert Homing & Oo725 
725 



% 

«9ngor & Riedtandor 726 
•GnKi&WHranaon 725 
Son Bertdng Cup lid 725 
TS8 72S 

UnBad Bv*olKuwdB-725 
Unity Trust Bank Pic 725 
Wbtoowv Lradaw 725 
YrafcshkeBai* 725 

w MenttMts of London 
kweatnumBoMig 
Atsodafion 
• |n atfrninlatarton 


Open 

Imres 

Change 

High 

LOW 

Est vet Open ml 

84.10 

94.10 

-002 

94.10 

94X30 

34298 

42827B 

94.14 

94.13 

-004 

94.15 

94.12 

40,197 

452.833 

84X30 

94XB 

-0.10 

94X39 

84X37 

29.797 



Dee 

Mar 

Jm 


■ UgTIgASUOTBHX FinVMapMM)$1m per 100*> 


Dec 

8424 

9424 

- 

9424 

9423 

803 

6,167 

Mar 

95X71 

96X33 

- 

95X12 

95X71 

339 

0940 

Jui 

- 

8427 

- 

- 

9427 

4 

811 


AS Open bwrara igo. w tor preWout day 

■ BHIOIMMC*»rTIOH» (LIFTS DMIm pokto 01100% 


Sfrfte 

Price 

Dec 

Jan 

CALLS + 
Fab 

Mar 

Dec 

Jan 

PUTS — 
Feb 

Mar 

9600 

022 1 

7.13 

01S 

017 

OOI 

0.05 

007 

009 

9826 

'002 1 

1Q2 

004 

025 

pry 

019 

021 

022 

9660 

0 

0 

OOI 

002 

028 

042 

043 

044 

9678 

0 

0 

0 

0 

024 

067 

067 

067 

ESLWL 

tout CWb 530 PUB 7B30 PVMtoua dnfa open ML Cab 4083(5, Puta 366*87 

■ BIRO SWISS HUUNC OOTKMB (LIFFE) SFr 1m polnfe of 10096 


Strike 

Ml — 

— 

CALLS “ 





PUTS — 


Price 

Dec 


Mar 

Jun . 

Dee 


Mar 

Jtal 

9629 

0X34 


0.14 

014 

012 


017 

034 

9850 

001 


004 

006 

024 


022 

021 


Eat. veL totai. tab o Pta a pwwdiw days open int. tab 33S0 Puts aorj 
* i 


LIFFE in the 



You can’t afford to ignore LIFFE’s Bobl 
futures and options contracts: 

Low Cost 

• Margin offsets across the entire DM yield curve 

• No Exchange or clearing fees until March 1998 

• Cross-currency margin offsets 

Successful 

• Since launch, the Market Makers have continually met and often 
exceeded their commitment 

• Basis Trading Facility - Integrating cash and futures activity 

Liquid 

LIFFE’s Bob! contracts are supported by the comprehensive 
market-making commitment of: SBC Warburg Dillon Read, a 
division of Swiss Bank Corporation in Bobl futures; and FCT 
Europe Ltd in Bobl options. 

For more information please contact Stuart Mortimer-Walker on 
0171 379 2087. 


Stop Press- 

Opening at 07.00 
from Thursday 27th 
November 



Tha London International Fkiandal 

Futures and Options Exchange 
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COMMODITIES AND AGRICULTURE 


Fund selling hits base metal prices 


MARKETS REPORT 


By Kenneth Gooding 
and Gary Mead 


US investment fond managers 
returned from their Thanksgiving 
holiday yesterday and specula- 
tively sold base metals, particu- 
larly copper and zinc. 

On the London Metal Exchange, 
copper for delivery in three months 
feD by $45 a tonne from Friday’s 
close to $1,831 a tonne, the lowest 
since levels reached on July 16 last 
year in the aftermath of the Sumi- 
tomo trading scandal. 

The investment funds struck as 
worries about copper moving into 


over-supply and slowing growth in 
Asia were making dealers increas- 
ingly bearish. 

Robin Bbar. head of research at 
Brandeis (Brokers), said: “At first, 
the funds began to sell and then 
the trade came in. The selling is 
about Asian woes, although it 
could be argued that the Asian sit- 
uation has merely hastened a 
decline in prices that was already 
under way because the market is 
moving into surplus.” 

Brandeis has reduced its copper 
price forecast for 1998 from $L984 
to $1,764 a tonne. “It would not be 
unreasonable to expect metal 
prices to fall by 10 to 15 per cent in 
1998," Mr Bhar said. 


Zinc at one point touched a 
lOVi-month low of $1,135 a tonne 
before closing 2.7 per cent below 
Friday's level at $1,132. Jim Len- 
non. analyst at Macquarie Equities, 
said: "While market sentiment 
across the base metals complex is 
clearly still extremely bearish, we 
believe that in the case of zinc, 
there are good reasons to believe 
prices could be close to the bottom 
and are likely to pick up in 1998." 

Gold weakened again, hitting 
another 12%-year low of $29335 an 
ounce at the London morning "fix- 
ing" session. Kamal Naqvi. at Mac- 
quarie, said selling from bullion 
houses in Europe pushed the price 
through $295 before mild support 


appeared at $29330. Gold dosed in 
Loudon at $29430. down $2.40 from 
Friday's close. 

Martin Squires, analyst at Rudolf 
Wolff, said: "Until sentiment in 
Asia recovers or stabilises, base 
metal prices are expected to 
remain pressurised by fund selling. 
However, funds will look to take 
profits at some stage and consum- 
ers may begin to view the current 
low prices as an opportunity to 
restock." 

International coffee futures rase 
yesterday, with prices in both Lon- 
don and New York up sharply. On 
the London International Financial 
Futures Exchange prices readied a 
five-month peak, with the January 


EU presses 
for clean-up 
in Karachi 


T he European Union 
begins an inspection 
of Karachi's fish har- 
bour today, ahead of a deci- 
sion on whether to ban sea- 
food exports from Pakistan. 

The fishing industry 
exports $150m of seafood a 
year. Just under one-third 
goes to Europe, with most 
sold in the UK and the 
Netherlands. 

In recent years, Pakistan's 
image has been tarnished by 
controversial issues such as 
the use of child labour in the 
production of footballs and 
carpets for export While fish 
may be a modest part of the 
Country's $8.7bn annual 
exports, tighter EU restric- 
tions would come as another 
blow. 

"We export 31 per cent of 
our total exports to Europe 
so if they do not certify 
Pakistan as a country eligi- 
ble to export, we will be in 
real trouble," says Hanif 
Khan, the largest exporter of 
pasteurised crab meat. 

The EU is considering ban- 
ning fish from countries 
such as Pakistan if they fail 


to meet standards on quality 
and health-related issues by 
next summer. 

"The EU wants trading 
partners to improve the 
standard of seafood exports 
as described in a EU docu- 
ment or face a ban," says 
one sailor harbour official. 

Previous efforts to reform 
the industry have been 
undermined by political 
interests. But Mr Khan is 
convinced that intense inter- 
national pressure, especially 
the threat of EU sanctions, 
means the government is 
ha g-inning to take the issue 
more seriously. 

He points to a small net- 
work of roads that were 
rebuilt recently, while own- 
ers of processing factories 
were ordered to improve 
s tandar ds of hygiene among 
workers, as part of a cam- 
paign to improve the infra- 
structure. However, it was a 
late start for a country 
whose seafood exports have 
remained static during the 
past five years. 

Mr Khan laments the out- 
dated practices still in force. 
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Ready far inspection: officials have worked to clean up the fish harbour in preparation far today’s visit by EU officials 


"This industry has neither 
been given importance by 
past governments nor fish 
processors,” he said. "We are 
still producing our most val- 
ued seafood in the same 
packing that we were using 
40 years back." 

Last week, officials 
worked tirelessly to clean up 
the fish harbour in prepara- 
tion for today's inspection. 
The authorities announced 
that anyone who spat 
chewed betel leaf, known as 
"paan”, around the harbour 
would be given a six-month 


jail sentence. Street hawkers 
and beggars were told to 
leave the harbour, and 
owners of fish processing 
factories to clean up their 
premises. 

However, Iftikhar Zaidi, 
managing director of 
People’s Fishery, a process- 
ing and export company, 
says the clean-up may be 
temporary. He claims local 
politicians have assured 
street hawkers that they 
would be back in business 
later this mnrrfh. 

Both Mr Khan and Mr 


Zaidi want the government 
to consider removing import 
duties on equipment used in 
processing value-added 
exports. 

"We need to Improve 
exports of value-addeds, 
especially the kind that are 
not being processed here at 
the moment," Mr Khan says. 
He adds that Pakistan's Ara- 
bian Sea coast-line, next to 
the Gulf, offers enormous 
potential but "we have to 
find the right ways to tap 
into that". 

However, many long-term 


problems, including high lev- 
els of illiteracy, remain an 
obstacle. 

Abdul Ra hman , a boat 
engineer and a social activ- 
ist, says the main problem Is 
la d e of education among the 

fisherman. 

"Unless they are educated 
about sanitation or taught 
ways of eradicating environ- 
mental pollution, neither the 
government nor anybody 
else can Improve condi- 
tions." 


Farhan Bokhan 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Trading 
■ ALUMINUM. 99.7 PURITY (5 par lOflne) 


Precious Metals continued 

■ QOLD COMEX (100 Troy ozj Sftroy at) 


GRAINS AND OIL SEEDS SOFTS 


WHEAT LIFFE (100 tonnes: E per tonne) 


COCOA LIFFE (10 tonnes; £/tonne) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40.000 bj; contsflba) 


Close 1568-8 1 

Previous 1583-84 1 

High/tow IS 

AM Official 1566.5-67.5 15 

Kerb dose i 

Open kit 254,669 

Total dafiy turnover 97,835 

■ ALUMINIUM ALLOY ff per tonne) 

Cta* 1445-55 1 

Previous 1445-50 i 

Hgh/bw 14 

AM Official 1432-37 1 

Kerb don 1 

Open ml 6.041 

Tow (fifty turnover i,i7B 

M LEAD (S per tome} 

Close 523-4 

Previous 532-33 i 

HlgMow 5 

AM Official 527-27.5 ! 

Keria dose 

Open int 31.662 

Total defty turnover 8.125 

■ NICKEL S per tonne) 


3 mtfts 
1581-2 
1604-05 
158871583 
1591-01.5 
1586-7 


Sftl Oaf's Open 

price efirage Ugh tote W tat 

Dee 2943 -26 297.7 283.6 7,834 7,124 

Jm 2943 -2J - - - 6 

M 295.7 -2.9 289.1 294.B 30.171 104.0k 

Apr 2975 -3.0 3010 2965 1,450 11,406 

Jon 2995 -3.0 3007 2985 1540 12713 

Aug 3016 -10 3025 3015 11 4505 

Total 41596104*422 

■ PLATINUM NYUEX (50 Troy o^- SAroy ol) 


Sait Day's Open 

prtca donga Hgb Lost WM M 
a 8045 -085 0150 6070 122 1588 

u 8260 -075 8350 8260 234 3524 

If 8465 -060 8650 8460 177 2515 

I 8065 -065 8075 8665 55 303 

p 8250 -050 8250 8250 20 

M 774 OH* 

WHEAT CBT (5500bu mki; oents/BOfc bushel) 


1460-66 

1460-66 

146071447 

1445-47 

1465-60 


Jm 3845 +15 3885 3815 1.151 10559 

Apr 3815 +1.1 381.1 3775 82 2287 

Jd 3785 +1.1 3785 3785 10 104 

TOW 15*7 1VBD 

■ PALLADIUM NYMPC (100 Troy oz^ Sflroy tgj 


lire 20050 +150 20950 20550 406 775 

Har 20650 -150 20850 20425 440 3490 

Jun 20250 -150 20450 20450 1 118 

Sep 19950 -150 2 2 

TOW 816 4587 

■ SALVER COMEX (5,000 Troy an CenWtay 


Ore 34425 +25 348.00 34150 8,101 7536 

tar 38025 +25 38450 35750 10,441 52572 

(Apr 36825 +275 371 75 36850 751 10,109 

Jd 37275 +25 37525 37050 595 16743 

Sip 37750 +15 37750 37750 43 388 

Ore 38850 +2 39050 38650 148 1430 

T«W 11537 «U19 

■ MAIZE C8T $500 to rrin: cents/SOb txiM) 


SoB Day 1 * Opre 

pries rings Mgb Irer W 1st 
Dee 988 -2 990 982 587 11540 

■tar 1015 -7 1022 1012 32*0 70207 

May 1034 -8 1037 1033 28 24799 

Jd 1052 -8 1055 1050 471 11292 

Sap 1070 -6 1073 1067 686 19519 

Dec 1087 -5 1089 1086 283 23244 

Total S73I18MM 

■ COCOA CSCE (10 tonnes: Stowed 
OK 1529 -23 1548 1530 220 381 


San Day's Opre 

Moa cfcrega Mgb tow Wl tat 

68525-0575 67.100 66.600 1,140 22087 
67550-0575 68.475 67500 1539 44221 
71.450-0500 72150 71225 790 19.131 
69525 -0L® 70.30 69725 139 12B41 
70250-0475 70560 70200 66 4703 

72250-0250 72550 72250 13 1287 


3790 104529 


■ LEAN HOGS CME {40jOOQ83e; cwts/lbs) 


Close 

Previous 

Mgh/tow 

AM Official 

KartJ doss 

Open tat 

Total defy turnover 
■ 1M (S pertorew) 

6075-65 

6090-100 

6050-55 

58,776 

24786 

617D-75 

6160-85 

6160/6130 

6145-50 

6 IK-00 

Close 

5780-90 

5670-80 

PrevVxs 

5910-30 

5725-45 

Hfch/tow 

5765/5740 

5725/5655 

AM Official 

5750-55 

5670-76 

Kerb dose 


5670-76 

Open ire. 

1-L972 


Total (fifty turnover 

4,145 


M ZINC, apecial high grade (5 per tonne) 

Close 

1105£-&5 

1131-2 

Previous 

1140-41 

1163-64 

HlgMow 


1163/1126 

AM Official 

1114-15 

1139.5-405 

Kerb dose 


1131-2 

Open int 

85.828 


Total daily turnover 

23.0S2 


M COPPER, grade A (S per tonne} 

Close 

1814-5 

1842-3 

Previous 

T 853-54 

1879-80 

HghAow 

1828.5 

1876/1831 

AM Official 

1828-285 

1857-57.5 

Kerb dose 


1831-2 

Open Int 

1543*1 


Total ttaiy tunowr 

66,566 



Ore 5275 *62 5285 5155 3550 3,181 

Jre 529.9 +80 5220 5100 1 35 

Mar 5345 +4.7 5355 5205 16582 64549 

May 5377 +47 5375 5265 566 5522 

Jd 5400 +47 5335 5Z75 80 5201 

Sep 5425 +17 5375 5375 15 790 

Total 21580 90,129 


27275 +125 27550 Z7125 15588 46,465 
28250 +1.75 284.75 28050 25256175510 
289.00 +15 29075 28675 1.717 41,418 
29350 +2 29175 29050 3,757 92150 

28800 +2 28850 28750 131 5.180 

28000 +1.75 28950 28650 2206 31.182 


Dre 1529 -23 1548 1530 220 301 

tar 1559 -Z3 1572 1559 2792 48,198 

May 1587 -25 1599 1586 325 10555 

Jd 1807 -25 1621 1610 118 4559 

Sffi 1625 -25 1636 1629 12 5,736 

Dec 1645 -25 1555 1650 59 9.104 

Total 3531 97548 

■ COCOA QCCOHSOWWIonnc) 


Dec 62.500+0375 
Aft 60225-0250 
Apr 57.175-0350 
Jun 65550-0075 
Jd 84.400+0100 
Aug 82050-0150 
Total 

■ PORK BELLES 


82825 61.700 1591 9565 

60375 50900 1.734 17,167 

57580 57.125 355 6507 

B5-075 65.429 171 3562 

84.400 64200 86 1290 

62175 81500 16 218 

3564 38578 
CME (40KX)OK»; canta/ba) 


Nov 28 Wet Pres. Pay 

DM 7 afe ate 

■ COFFEE LIFFE (9 tonnes; S/tonne) 


■ BARLEY UFFE (100 tonne* £ per tonne) 


Jre 75.45 -080 7045 75.45 5 481 

Mar 7000 -075 7850 7850 5 1,340 

May 7050 -075 20 

Sep 8025 -150 8 

Total 19 1587 

■ SOYABEANS CUT (550QM R&t caMBOM busM) 


ENERGY 

■ CRUDE OB.NYMEX (1500 barrete. S/barrel) 


1738 +68 1742 1678 5554 1B.47B 

1728 +71 1730 1670 6/11 13508 

1715 463 1715 1678 1284 4,475 

1710 +55 1696 1690 104 420 

1715+55 - 30 

14J02 30311 

^ 'C' CSCE (37.500038: cents/Iba) 


50775-0290 57400 56350 554 0966 

53.700-0150 56.450 5SJ50 70 1,147 

55550-0400 50800 55500 21 5S 

56200+0100 56500 55.700 62 389 

53275 7 54 

744 2160 


LONDON TRADED OPTIONS 

Stifles price S tame —Calls Puts — 

M ALUMINIUM 


Latest Day's Opre 

pries riosga Mgb Lore Hal tat 
1852 -053 1007 1058 81448 1008k 
1088 -047 1038 1080 20612 50561 
1957 -040 1031 1859 12.103 31.582 
1020 -035 1927 1014 5287 19500 
1031 -028 1046 1029 2530 19203 
1927 -022 1949 1920 2550 29.703 
127,784486592 


Jre 71050 +125 72320 7X550 20501 88234 

Mv 72220 +12 72050 71050 3414 27571 

Htay 725.75 +1 72920 72250 1 582 21580 

Jd 72825 +1.75 731.00 72850 1249 22212 

Aug 72025 -025 72950 72000 38 1714 

Sap 89950 -1 70550 70550 2 55 

ToW 27505 149421 

M SOYABEAN OIL COT (80,000Kb: cental 


Dec 

10020 

+420 16950 16400 

279 1247 

(99.7%) LME 

Dec 

Mar 

Dec 

Mar 

Mar 

162.70 

+755 163.60 T 58.15 5,721 12*11 

1500 

89 

112 

5 

21 

■w 

150-45 

+7.20 157*0 1ST .00 

659 4521 

1600 

24 

23 

39 

60 

Jut 

15425 

+495 15025 14475 

62 2393 

1700 

3 

20 

117 

12S 

*F 

14450 

+4.75 145JM 14400 

29 1.168 

■ COPPER 





Dec 

14400 

+5JJ0 14400 135-00 

42 897 

(Grade A) LME 

Dec 

Mar 

Dec 

Mar 

Total 



6A» 222*1 

1760 

93 

131 

20 

40 

M COFFEE (ICO) OJS Oente/pouncQ 


1850 

38 

78 

64 

83 

Ba>28 



Fret, day 

1950 

11 

40 

138 

144 

Coaip. dafly 

_ . B/C 

alt 

■ COFFEE UFFE 

Jan 

Mar 

Jan 

Mar 


■ CRUDE Ofl. IPE ffrtwaral) 


■ LME AM Official E/S rate: 15805 

LME CtoafaB fi/S ret re 15840 

Spot ISEJJnBte WHBmB K Uia&SiUte: USX 


Latest Day's Opre 

pries ctanga ffigta low VU tat 

Jas 18.08 -OBB 1848 1755 24299 50470 

Fab 1011 -080 1045 18.05 12489 58758 

Hv 1012 -073 1040 1009 5572 15582 

Apr 18.10 -089 1829 1008 3595 8462 

May 18.10 -063 1829 1010 1207 7593 

Jre 1013 -OSS 1828 18.10 254S 12529 

TOW aft oft 

■ HEATING OB. MVMBt (*2500 US prita; cflB pftsj 

Latest Dayte Opae 

pries change ffigb Lew Vd U 

Jre 8255 -154 5440 5250 32584 53538 

Fab 5335 -154 5456 5320 10428 21537 

Har S350 -1.11 5455 5345 7,159 13502 

Apr 53.10 -071 6350 5250 3503 7.131 

May 5250 -038 5275 5240 1560 6592 

Jre 5220 -026 5245 5220 1 561 5545 


■HVGH GRADE COPPER fCOMEX) 



Sett 

Day* 




Opra 


pries dang* U* 

Law 

W 

tat 

Dec 

BIAS 

-2.60 

8330 

81.40 

4277 

736B 

Jm 

82.15 

-2-65 

8330 

8400 

371 

2265 

R* 

6220 

-2.75 

83.40 

83.05 

73 

1285 

Mar 

was 

-2.70 

8400 

8305 

6287 34679 

/tor 

wps 

-260 

8430 

8425 

34 

1,457 

May 

ratal 

84.05 

-265 

8400 

84.00 

100 

4266 


PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prices supplied by N M Rothschild) 

GotoftTroy oi) S price £ oquJv SFr oqutv 

Close 29350-29450 

Opening 2955029590 

Morning fix 293.35 174.644 420312 

Afternoon fix 29425 174596 421509 

Day's High 29550-29550 

Day's Low 2925029325 

Previous does 29060-297.10 

Loco Ldn Mean Gold L ending Rates (Vs USD 

1 month 354 6 months 3.96 

2 months 354 12 months 359 


price change ffigfi Lew Vd Id 
Jre 8255 -154 5440 5250 32564 53538 

Feb S335 -154 5456 5320 10428 21537 

Mar 5350 -1.11 5455 5345 7,159 13502 

Apr 53.10 -a71 6350 5250 3503 7.131 

May 5250 -038 5275 5240 1560 6592 

Jre 5220 -028 5245 5220 1 561 5545 

Total S4534127506 

M GASOIL PE ffrtomm 

Lata** Day's Open 

print ebregs Ugh lew 1M M 

Ore 164.00 -7.75 18075 16200 12769 16540 

Jre 15550 -675 16925 16350 9543 20.885 

Fab 18550 -625 169.00 16450 4.465 13540 

Mv 16525 -550 16850 18450 1587 9580 

Apr 16450 -475 16625 16450 1,170 4580 

May 16450 -425 16550 16350 523 2569 

Total 32508 93,192 

■ NATURAL GAS PE (TJ00 Pang pence par ftenft 

Jre 18250 +0.060 18260 18200 110 2.175 

Feb 18500 +0550 18.600 18500 2 3515 

Tetd 330 12248 

■ NATURAL GAS MYWX (10500 write; SWrifti) 

Latest Day's Open 

pries change Mgh Una 1M tat 

Jre 2770 +0.192 2810 2520 20,140 51,170 

Fab 2850 +5.163 2680 2520 7582 26515 

Mv 2450 +5.113 2475 2380 6734 20213 

Apr 2270 +4580 2275 22Z 1,751 11580 

Hay 2230+4045 2236 2196 596 8588 

Jre 2225+4045 2225 2.190 592 3270 

Told 485382095)9 

■ UNLEADED GASOLINE 

WTMEX (42500 US geBLidUSgefiaj 


DM 25.48 -052 2550 2520 7268 7230 

Jre 25.70 -009 2550 2551 9,179 49.422 

Mar -414 2857 tiw fitOH 

May 26.05 -417 26.10 25J58 628 12561 

Jd 2859 -406 2620 2655 589 11514 

Am 2587 -055 2610 2555 712 1559 

Total 23538 1182*8 

M SOYABEAN MEAL CBT (100 tone: S/tan) 

DM 2385 -02 2385 234.7 8516 15780 

Jm 2272 -45 2268 2265 6,496 31549 

Mar 222.1 +41 2242 220.7 4473 35522 

May 2175 - 2198 2185 1.163 20.175 

Jd 217.7 +42 2205 2165 742 13513 

Asg 2175 -05 2185 2165 35 3532 

ToW ZL838 .12850 

M POTATOES UFFE (20 tomes; £ per tonne) 


15 day average nfc nib 

M WWTE SUGAR LIFFE (50 tonnes; S/taina) 


Mar 3127 +1 4 3125 3115 1709 22.163 

Hay 3178 +15 3185 3185 596 4805 

tag 3198 +05 3198 3195 838 3593 

Dal 3155 +05 3155 3148 102 3514 

Dre 3145 -43 3160 3160 - 142 

n*d 3745 34,792 

■ SUGAR *11* CSCE (n2JW0tba; cana/Tba) 


1249 +025 1255 1227 8500 1038k 
12-41 +423 1245 1225 1543 30,788 
1210 +420 12.11 1188 1591 25,173 
1180 +417 1180 11.77 1503 23516 
11.69 +413 1170 1159 70 6,079 

11.64 +412 1184 11.64 42 915 

12531190732 


nfa 

n/a 

n/a 

M COCOA UFFE Mar 

n/a 

n/a 

n/a 

■ BRENT CRUDE 
IPE Jan 

1650 18 

1900 16 

1950 


May Mv May 


Fab Jan Feb 
50 57 

33 92 92 

IB 


LONDON SPOT MARKETS 

M CRUDE Ofl. FOB (per band) +or- 


Mar 

S5.Q 

-1.6 

- 

- 

Apr 

119J1 

-41 1250 1150 

179 

1097 

Mar 

129.1 

-40 - - 

- 

22 

JM 

133.1 

-60 

- 

- 

Ho* 

Total 

646 

" ™ ™ 

191 

1,137 


M COTTON NYCE (SO.OOCtos; canteAbaj 
Dre B 645 -083 7058 6920 858 


FREIGHT (BFFEJQ UFFE (SIQ/Max point} 


Dae 

1223 

-20 

1245 

1245 

2 

294 

Jan 

1240 

-45 

12*0 

1240 

12 

696 

Fft> 

1255 

- 

- 

- 

— 

- 

Apr 

1340 

-8 

1340 

1340 

5 

406 

Jte 

1190 

-10 

- 

- 

- 

124 

Total 

Ckaa 

Pre* 



19 

1,575 

Bfl 

1176 

H75 






Dre B645 -083 7058 6420 858 783 

Hv 7413 -480 7468 70.05 8881 42341 

May 71.46 -055 7185 7155 1.101 13.178 

Jd 7250 -453 7200 7250 1580 13890 

Oct 7353 -444 7455 7358 167 973 

Dae 7481 -050 7440 7450 316 14391 

Tdd 165BJ 81 890 

M ORANGE JUICE NYCE (ISOOOtat; cente/fia) 


Dubd S1752-7J7W -0.70S 

Brent Blend (dated) Si 402-8.03 -4905 

Brent Stand (Jre) SI 8.15-616 -0545 

W.TJ. SlS58-8.70w 4l41G 

■ OH. PRODUCTS WWEjjranjJt debvwy OF (ante) 


COMMODITIES NEWS DIGEST 


contract riming at $1,741 a tauae. 
up $69 on the previous close. 

The buying spree - more than 
13,000 tots were traded - was led 
by investment ftzsds, said traders, 
in a day when there was a notice- 
able lack of fundamental news. The 
market rally might be relatively 
short-lived, accenting to some spe- 
cialists, with widespread market 
rumours that Brazil’s 1998-99 crap 
might be as big as 40m 60 kg bags. 

By midday cm New York’s Cof- 
fee. Sugar and Cocoa Exchange the 
March contract was 161.75 cents a 
pound, up 6.70 amts, with special- 
ists pointing to the possibility of 
wet weather in Central America 
delaying exports to the US. 


Gold organisation 
revenues to fall 


Low gold prices arc hitting the Income of the World Gold 
Council, the only organisation that promotes internation- 
ally the use of gold, its revenues are expected to drop sub- 
stantially next year. 

The council is financed by some gold producers and the 
board has decided to reduce the standard fee for 1998 by 
30 per cent, tram USI2L50 for every ounce produced by the 
member company, to 91.7S. 

Chick Hood, the council's chief executive, said, how- 
ever. that the council had built up a financial reserve so. 
although the 1998 promotional budget would be cut. It 
would not necessarily be reduced to the same extent as 
income. 

The top four gold producers, Anglo American of South 
Africa. Newmont of the US. Barrtck of Canada, and Placer 
Dome, another Canadian group, are all members of the 
council Newmont recently cut its dividend from 12 cents 
a share to 3 cents a share and said it would reduce discre- 
tionary spending. The reduction in council fees will save 
Newmont about $3m next year. 

The council's ?nn» tnl report shows members' fees 
brought in 563.4m last year, down from $&Mm in 1993. 
Voluntary contributions also fell, from SSllm to $ 1.86m. 
Reserves stood at $28£m at the end of 1998. up from 
$ftL2m. 

Mr Hood said there would be no change In the Si an 
ounce Fees for companies joining the council. No compa- 
nies had withdrawn from membership and there .was 
already a provision for those in distress because no mem- 
ber paid more than 5 per cent of its working profit. 

Most of the World Gold Council's expenditure - $35m 
out of $42.45m spent on market development last year - 
goes towards promoting gold jewellery sales, often with 
the co-operation of retail groups. Retailers contributed 
about $166m towards joint promotions last year. Hie 
council also lobbies countries to liberalise gold trade, as 
well as collecting gold demand statistics. 

Kmnalt Gooding, London 


COFFEE TRADING 


Taloca opens Vietnam office 


The Swiss trading and procurement arm of the Kraft 
Jacobs Suchard/Kraft Foods group, Taloca. has opened an 
office in Ho Chi Minh City as pert of plans to expand cof- 
[ fee purchasing and quality control activities in Vietnam. 
The move came as the Vietnam News Agency reported 
that the communist-run country had taken the lead in 
south-east Asia In robnsta coffee output, with November's 
yield reaching 360,000-380,000 tonnes, about 50.000 tonnes 
more than the last crop. 

Taloca has been buying coffee from Vietnam since 1994. j 
“Coffee of Vietnam origin now represents a major share of 
our robusta coffees, which are featured in many of our 
roast, ground and Instant coffees." said Fernando Serpa, 
the company's Vietnam representative. 

Hanoi produced negligible amounts of coffee a decade 
ago but is currently among the world's top six exporters. 
However, significant problems remain with outdated dry- 
ing and processing methods, which could jeopardise Viet- 
nam's medium-term position, commodity analysts say. 

Jeremy Grant, Hanoi 



CROSSWORD 

No.9,547 Set by HIGHLANDER 



8235 +255 8380 7950 1838 22498 

8550 +245 8410 8275 732 14515 

8650 +235 8610 8490 67 3595 

9150 +240 91.65 9080 3 1589 

94.15 +250 94.15 9225 1 939 

98.15 +250 94.80 9225 - 1,068 

22C 44396 


Premium Gascftna 

SI 86-168 

-2.5 

Gas Ofl 

SI 69-1 72 

-7 

Heavy Fuel Ol 

S98-98 


Naphtha 

3181-182 

-4 

Jet fuel 

Si 68-190 

-7 

□tonal 

SI 78-181 

-60 

■ NATURAL GAS (Paneaflharm) 


Benton (Jan) 

18J20-1800 

+005 


Mutexs Aigul TtL London (Oinj 339 3782 
M OTHER 


PULP AND PAPER 

M PULPBC OMLX (USS; 24 air tfcy tons) 


Soft Day's 


Opae 

prim change BgJi Low 

tfrf 

tat 

50400 -1400 S15O0 505. DO 

103 

233 

52900 -1425 53700 52900 

118 

344 


236 

748 


3 months - 

Staar Fh 
Spot 
3 months 
6 mtrihs 
1 year 
Gold Cotas 
Kmgorrand 
Maple Luf 
Now Stwortagn 


-358 

. p/trojr dl 
31156 
314.60 
31755 
329.05 
S pries 
297.5*995 


VOLUME DATA 

Open interest and Volume data shown for 
contracts traded on COMEX, NYMEX, CBT. 
NYCE CME CSCE aid IPE Crude 00 era 
one day In tmare. Volume & Open t nte g est 
totals are far afl traded months. 


FUTURES DATA 

AO fifluras dUs supfO&d ty CMS. 


US da equlv 
S2350 
526.75 
529.05 
534.10 
e equlv. 
176-177 


Late* Day's 
prire c lu wiy t Mgb 

5610 -151 36.70 
5650 -156 5480 
5750 -483 5725 
5960 -483 6410 
59.70 -053 53.70 
5920 -448 5920 


Urn VU tat 

5475 20529 34,401 
5405 4263 14,733 
5460 3538 4641 
5455 1.703 7522 
59.60 1575 7528 
5470 765 4JH8 

45504 84BB 


Tea from The Tea Brokers’ As so ciat io n 
Landed: There was good demand lor 
landed tees. Assam* sold weB at Arm to 
dearer taw*. eapeotaSy plainer descrip- 
tions. Brighter Burunds met strong compe- 
tition at dearer rteao, wtiBa octauiy Kanyaa 
ware fifty firmer. Offshore: Thera was fairy 
good enquiry at atuid the last levels. 
Quotations for tota sale-. Landed: best 
avalaUe iTOp; gud 166p; good medium 
158p; medButn I47p; tow medium NQ. The 
highest price raaAsed this week was I70p 

tar a Burundi PD. 


INDICES 

■ Reuters (Bora: 1879/31 = log 

Dec 1 Nov 28 month ago ya 
1795.5 1802.7 1821.7 1: 

M CRB Futurea (Baae: 7987 = log 
Nov 28 New 25 month age va 
23456 335.55 

■ QSCt Spot (Base: 197D ° 100) 

Nov 28 Nov 25 mo nth ago m 
168,69 188.82 204J9 2 

IBM WARSHOtm STOCKS teMMM) 


Alunbiiuni 

-3.700 

to 

68&40D 

AtamMun mm 

+220 

to 

43440 

Copper 

-875 

to 

334725 

Leap 

-75 

to 

114750 

McM 

-373 

to 

64054 

Zinc 

-835 

to 

494700 

Tin 

+95 

to 

4X10 

s 



It 


Gold (per troy oo}$ 
Staar (per troy az}X 
Platinum (par troy oz.) 
Ftafiadkim (par troy oz.) 
Copper 

Lead (IS prodj 
Tin (Kuala Umpur) 

Tin (New Yorto 
Cattle (live weight] 
Sheep (Bra weight) 

Pigs (five welgh qr 
Lon. day sugar (raw) 
Lon. day sugar (ana) 
Barley (Eng. toad) 

Maize (US No3 Yfttaw) 
Wheat (US Dak North) 
Rubber (Doc}¥ 

Rubber (Jan)¥ 

Rubber (KLRSSNol) 
Cocorex Oi (PWl)§ 

Palm Ol (MetoyO§ 

Capra (W6S 

Soyabean* (US) 

Canon OutJook'A' index 
Wookopa (84a Super) 
EpariMM (Ktaai Mtanniea 
<«««» ■ l UlftMM tente 
■ten ftoRfen PiqaXaL 5 of 
dBm -Oangemra*. is* 


129475 -3.10 

521 JX)c -700 

138650 -OJO 

1205.00 +450 

ease 

45JJ0C 

1457r 

srui 

37.47 p .429- 

95w38p -407- 

B2A9p -128* 

1292.80 +030 

S302.ro -0.50 

Unq 

£10600 

Unq 

54J0p 

5-LSOp 

277 ^Jz • -1.6 

SOOOy -5.0 

5340W 

S4C2-S SO 

I860 

76BOc 

aosp ^ 

read p oaraAg c cavsta. 

7 DtaAhn t nmDbl ■ 
■uwHtwn. 4 Uu imm 
as on 803 Mad of pigt wd. 


ACROSS 
l Having it in (4^) 

4 Firearm salesman meets 
consumer (8) 

10 fifty is a little flexible (7) 

11 Very bad record the French 
lost (7) 

12 Study in Scarlet, A (4) 

13 Eric proved original is not 
worth it (10) 

IS Clever road diversion in 
front of it (6) 

18 Ominously close, swirling 
about in gloom (7) 

20 Cost stated in old currency 
(7) 

21 Not fat to tiled? (4-2) 

24 Showing up to perform top- 
less dance (i0) 

26 A story from my youth not 
involving a second person 
(4) 

28 Spoil pint-sized (they say) 
drink (7) 

29 Behind tree there's scope 
for a storage area (7) 

30 Fish firm cut back first (8) 

31 Sculpture say. suitable for 
viewing by anyone inside 
(© 


DOWN 

1 Knowledgeable source for 
water study (4.4) 

2 Sounds like examiner is 
cheating lady leaving 
something (9) 

3 Metal press (4) 

5 Snail races off having got 
behind (6) 

6 It improves audio reception' 
from organ and brass 
instrument (3,7) 

7 Shot In the arm - moves 
into Casualty originally (5) 

8 Man's hair does eventually 
decline in value (6> 

9 Laboriously lift roll (5) 

14 It bears fruit, showy but 
sour (10) 

17 Child-minder takes turn at 
being farm animal (5,4) 

18 Odd replies about a fruit 
tree (8) 

19 Good French home takes 
one in to show friendliness 
(8) 

22 Hostilities over motorway 
have increased: get ready 
(4,2) 

23 South Inland - bring diving 
gear (5) 

25 Danger fix- every one left 
(5) 

27 Leave former - partner over 

it (4) 


Solution to Saturday’s prize puzzle ou December IS. 
Solution to yesterday's prize puzzle on December 15. 


>))\ ij* 
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LONDON STOCK EXCHANGE 


Merrill push and Dow gains boost shares 


PtSE AB-Sbar* bsdmat 


MARKET REPORT 


By Stave Thompson, 

UK Stock Market Editor 


The FTSE 100 index, driven down 
dramatically in the last few min , 
utes of trading on Friday, 
recouped all and substantially 
more of those losses yesterday. 

And London moved into over- 
drive as Wall Street delivered 
another aggressively positive per- 
formance at the opening, with 
the Dow Jones Industrial Aver- 
age posting a three-figure 
advance not long into the US 
trading session. 

Merrill Lynch, the US securi- 
ties house, added to the bullish 


feeling encompassing the London 
market. 

hi its latest strategy document, 
Merrill's Philip Wolstencroft said." 
“We think the UK bull market is 
intact. Compared with bond 
yields, the market appears to be 
offering good value. We don’t 
think bond yields will fall from 
these levels. Supply of equities is 
minimal, takeovers are for cash 
and directors are avid buyers of 
stock. Institutional cash weight- 
ings are at six-year highs. We 
snspect this constellation is more 
likely to precede a bull market 
than a bear trend.” 

The early recovery in the Foot- 
sie was mainly because the two 
stocks mostly responsible for Fri- 


day's fall. Glaxo Wellcome and 
SmithKline Beecham. rallied 
strongly. 

Those two stocks alone 
accounted for more than 15 Foot- 
sie points yesterday. The excep- 
tional weakness last week, which 
is being investigated by the Stock 
Exchange, was variously ascribed 
to “basket trading” - arbitraging 
between the Footsie future and 
the undo-lying cash market and 
expiries of individually tailored 
options. It emerged late yester- 
day that two traders bad been 
suspended because of last Fri- 
day’s events. 

The underlying trend in the 
market, meanwhile, was always 
on the upside, influenced by Wall 


Street's good performance on Fri- 
day, when the truncated trading 
session saw the Dow finish 2S 
points higher. 

Sentiment was also bolstered 
by good showings from some far 
eastern markets, notably Hong 
Kong and Tokyo, both of which 
rose in excess of 2 per cent. 

A further bull point for the 
market was the emergence of fur- 
ther takeover activity, partly 
responsible for helping to support 
UK equities during the recent 
bout of turbulence. 

The day's domestic economic 
news, the purchasing managers’ 
index, consumer credit data and 
MO money supply details for 
November, bad negligible impact 


oa sentiment, according to deal- 
ers. Gilts were subdued in front 
of the week’s biggest evert, the 
mcnezar? policy committee meet- 
ing. which will debate interest 
rate policy and announce its deci- 
sion at noon on Thursday. 

Lifted by the US events and the 
big push by Merrill Lynch. Foot- 
sie surged through the 4,900 
mark, finishing 90.0 higher at 
4.921 .S. having hit a session high 
of 4.932.0. Gains were concen- 
trated i n the leaders, however, 
and the FTSE 250 was only able 
to record a 0.9 rise at 4.657.6. The 
SmallCap edged ahead a mere 1.0 
to 2J273.L. 

Turnover at 6pm was a disap- 
pointing 599m shares. 


*•*»*:« - 



2AOO 1 

MSB— -V- a 


fttnanr Of 


2,300 

zsao 

2 SOD' - 



Imflcai and ratios 


FTSE 100 4921.8 

FTSE 2S0 4657.6 

FTSE 350 2373* 

FTSE Ait-Share 2220.76 

FTSE AQ-Shars y»U 3.36 


FT 30 3182-2 +46-6 

FTSE Non-Futa pfe 1*65 19.36 

FTSE 100 FUT Dec 4965.0 *1000 

to yrGrtt yWd &» . fl.56 

Long splt/equty ytd ratio 1.95 1.92 


Best performing saeb 

1 Pharmaceuticals — 

2 Consumer Goods 

3 Insurance .... 

4 Tobacco - 

5 Retains: General 


+4-7 

-.+3.0 



-...+2.4 

—...+1.9 


Worst pet forming Mote 

1 Textiles & AppeM ■ — 

2 Dtsmbutore 

3 Ofl Exploration 

4 Butttng & Construction 

5 En gi neartnq: vehteha 


-0l2 

- -02 

- 0.1 

- 0.1 

- 0.1 


Glaxo and 
SmithKline 
stage rally 


By Peter John, Joel Klbazo 
and Gary Mead 


Glaxo Wellcome failed to 
recover completely from Fri- 
day’s markdown as the 
shares were hit by bad news 
over a diabetes treatment 

Sankyo of Japan said the 
health ministry had ordered 
it to caution users of its Nos- 
cal diabetes drug. Glaxo, 
which sells the drug in 
Britain under the name 
Troghtazone. suspended sup- 
plies following the concerns. 

Analysts said Glaxo’s por- 
tion of the annual sales was 
worth $300m. They said the 
best case scenario was that 
the drug would be with- 
drawn for a couple of 
months and then returned to 
the market with additional 
warnings. The worst case is 
that Glaxo will withdraw 
altogether. 

On Friday, the shares fell 
more than go points, minutes 
before the dose of trading, 
with dealers citing a trade 
related to an over-the- 
counter option expiry. 

Yesterday, they recovered 
40 to £13.40. By comparison 
SmithKline Beecham, which 
was Friday’s other big loser, 
bounced 48 - nearly 9 per 
cent - to 598p. Turnover in 
both stocks remained rela- 
tively high. Some 7.5m 
shares in Glaxo Wellcome 
changed hands, while activ- 
ity in SmithKline Beecham 


was a hefty 9.2m shares. 

Oil stocks missed out on 
the rally after a 10 per cent 
increase in OPEC's produc- 
tion led to a fall in 

crude oil prices. 

BP was flat at 810p while 
Enterprise and Lasmo were 
unchanged at 584p and 26 3p. 
Shell Transport, which is 
less exposed to upstream 
exploration, gained 8% to 
4llVip- 

OPEC agreed on Saturday 
to raise its official output 
pining to 27.5m barrels per 
day for the first six months 
of 1998, from a long-ignored 
ceiling of 25m bpd that 
stands to the end of this 
year. 

Coming on top of concerns 
over falling demand in Asia, 
fears of a warmer winter in 
the northern hemisphere 
due to El Nino, and the 
United Nations deal on Iraqi 
oil sales, some analysts 
expect the sector to under- 
perform the market in com- 
ing months. 


Courtaulds hint 


CONTRACT & TENDER 


STATE OF ISRAEL 


MINISTRY OF NATIONAL INFRASTRUCTURES 
THE NATURAL GAS PROJECT MANAGEMENT 


INVITATION TO PREQUAUFY No. NG 102/97 

The Government of Israel hereby invites experienced 
international gas companies or consortia of companies, to 
prequalify for participation in a Tbnder to be published at a 
later date for the selection of a company, or a consortium of 
companies, to (i) design, finance, build, operate and 
maintain the natural gas transmission and distribution 
systems of Israel; and (ii) purchase natural gas for. and sell 
it to, customers in Israel other than the Israel Electric 
Corporation. 

1. To be considered for participation in the 
Prequalification process (the **PQ**1, the Applicant or 
the “Leading Member” of the “Consortium” where the 
Applicant is a Consortium, must be an experienced 
international gas company which meets the minimum 
requirements specified in the PQ documents. 

2. A mandatory oral briefing to those parties which will 
purchase the PQ documents, regarding the 
Prequalification process and the Project, shall take 
place in Tel-Aviv, Israel, on December 18, 1997 at 
10:00 im. 


3. Applicants participating in this Prequalification process 
will be required to submit their Applications by not 
later than February 26, 1998, 12:00 Noon. 

4. The PQ documents are available at the offices of The 
National Gas Project Management, the Jewish Agency 
Building, .17 Kaplan Street ithird floor, room 308) 
Tel-Aviv 64734. tel: 972-3-69 1428 1 . and may be 
purchased against payment of N1S 10000 Sundays 
through Thursdays, 9:00-12:00 a.m. 


The Financial Times plansto publish a Survey on 


Business 

Education 

on Monday January 19 199S 


For further information 
please contact: 


Marlon Wedderbum or Melanie Miles 


Tel: +44 171 873 3234 


Fax: +44 171 873 3064 

or your usual Financial Times representative 


FT Surveys 


several chemical companies 
being scrutinised at the 
moment. 

The bid by Hercules of the 
US for Allied Colloids has 
highlighted the value gap in 
the sector, says Martin 
Evans of Sutherlands. 

In his weekly sector 
review, Mr Evans concen- 
trates on Croda Interna- 
tional, which recently 
hosted an analysts visit to 
its French operations. 
“Croda has never looked 
more attractive - or vulnera- 
ble to a bid,” he says, argu- 
ing that the company is 
worth at least 625p a share. 
Yesterday, Courtaulds lifted 
5 to 2T9’4p while Croda eased 
a penny to 365p. 

About 140 analysts trav- 
elled to the presentation in 
Macclesfield and heard 
Zeneca expound on 87 phar- 
maceutical projects, includ- 
ing 26 new compounds under 
development. 


The company said it expec- 
ted to double research out- 
put over the next five years, 
and was merging its 
research and development 
activities to speed up the 
process of bringing new 
drugs to the market. 

The shares responded slug- 
gishly in early trading but 
then Bear Stearns, the US 
broker, was said to have pot 
the company back on its 
“buy" list and the stock 
ticked up again to close 60 
higher at £19.50. 

National Westminster 
Bank was left behind after 
weekend press reports said 
that the group's investment 
banking arm had run up 
trading losses this year 
of more than £300m. 

The shares dipped 13 to 
885p even though there is a 
growing conviction that 
Bankers Trust is going to 
make an offer for the secu- 
rities division, while Deut- 


Conrtanlds, the chemicals 
group which has seen its 
shares underperform, raised 
its head above water as one 
newspaper highlighted its 
takeover po tential 

The former Footsie mem- 
ber has not only lost ground 
against the overall market 
It has also anderperfonned 
shares in pharmaceuticals 
and chemicals company 
Zeneca responded well to the 
the ailing chemicals sector 
by 30 percentage points. 

HSBC James Capel has 
been highlighting the com- 
pany’s vulnerability. But 
Coortanlds is only one of 
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■ London market data 


FU«— and (sis- 52 Week Mgbe and tows USE Equity optio n s 

Total Ftees 806 Total Highs 82 Total contracts 22957 

Total Fats 566 Total Lows 96 CsMa 11,774 

Same 1.580 Puts 10,783 

Dec 1 *Oata based on Equity shares Bated on the London Shoe Service. 
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sche Morgan Grenfell is 
tipped to take the deriva- 
tives arm. 

In addition, Goldman 
Sachs repeated its enthusi- 
asm for the stock and argued 
it was worth at least £UL4 Qpl 
T here was no shortage of 
other big winces in a gener- 
ally buoyant banking arena. 
Hie better feeling in for east- 
ern markets helped the two 
stocks most sensitive to the 
area make strong progress. 

HSBC 75p shares jumped 
64 to £15.73 while the HK$I0 
shares added 35 at £14.78. 
Standard Chartered, mean- 
while. raced up 23’.i to 68lp. * 
Abbey National attracted 
keen support which left the 
shares 34 up at 979p. Wool- 
wich put on Si* to 311p. 


approach may lead to an 
offer being made but indi- 
cated it will not be above 
2i0p a share. At that price, 
an offer would value the 
company at £63m. 

UDO Holdings did not 
reveal the name of its 
would -be suitor but specula- 
tion suggested a US office 
equipment manufacturer 
may be the bidder. 

Positive weekend press 
comment on Ena helped the 
shares bounce from recent 
weakness. They closed 4 
ahead at 430p. 

Engineering group Morris 
Ashby was another company 
that announced it is in dis- 
cussions which may lead to 
a formal offer being made. 
The shares jumped 45 to 
390*. ip. 
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The prospect of modest 
profit upgrades helped lift 
Scottish & Newcastle, which 
reported figures at the top 
end of market expectations. 
The shares appreciated 19 Vj 
to 714V&L 

C red it Lyonnais T-aing was 
among those reported to 
have increased its forecast 
for the 12 months to April 
1998 from £423_9m to £428m. 
Nat West Securities held its 
estimate at £423m. 

One specialist on the sec- 
tor commented: “These fig- 
ures show the market has 
been proved wrong on pub 
retailing. Scottish & Newcas- 
tle is one at the companies 

that Will be a w inner in this 

sector." 

Bass, which is reported to 
be negotiating the sale of Its 
Gala bingo clubs for about 
£250m, improved 14 to 884p 
while Whitbread, which 
weekend press reports 
suggested is considering dis- 
posing of its brewing busi- 
nesses, advanced 18 to 855p. 

Shares in reprographic ser- 
vices group UDO Holdings 
jumped 22Vt or 14 per cent to 
WW4p after it confirmed it 
had received a bid approach. 

The company said the 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


Tuesday December 2 1997 


Dax leads return to the ‘magic numbers’ 


MARKET FOCUS 


WORLD OVERVIEW 


Qgr uvuu equities 


The leading stock markets 
continued the process of 
recovery from their sharp 
falls in October as investors 
managed to look on the 
bright side of the news from 
Asia, writes Philip Coggan. 

The Dax index in FYank- 
furt became the fast of the 
leading indices to regain the 
“magic number” levels 
recorded earlier this year. 
Within the space of a few 
summer weeks, the Dax 
passed 4,000, the CAC in 
Paris 3,000. the Dow Jones 
Industrial Average in New 
York 8.000 and the FTSE 100 
in London 5,000. The last 
three are now within hailing 


Dax tndax 

4.90Q 



3JQQ 
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distance of those levels. 

And. talking of round 
number barriers, the Nikkei 
225 average, which was flirt- 
ing with 15,000 only a fort- 
night a go, regained the 

17.000 mark, investors seem 


increasingly convinced that 
the Japanese authorities will 
find a way of stabilising 
their financial system. 

Although there was still 
plenty of weakness in the 
smaller Asian stock markets. 


notably in Taiwan and 
Korea, where the govern- 
ment has been negotiating 
with the International Mone- 
tary Fund on a bailout pack- 
age. events in Tokyo are 
clearly taking precedence in 
market psychology. 

European bourses were 
helped by Japan and a fur- 
ther display of strength from 
the US dollar. 

They also got a lift from 
Wall Street, where traders 
returned from their Thanks- 
giving holidays in buoyant 
mood, helped by a couple of 
pieces of data (the purchas- 
ing managers’ index and 
construction spending} 
which seemed to indicate 
there was little need for the 


Federal Reserve to raise 
interest rates. 

The exception to the Euro- 
pean euphoria came in the 
Czech Republic, where the 
local Index dropped to an 
all-time low in the face of 
the resignation of the gov- 
ernment. 

It is hard to remember, 
after all the turmoil in Asia, 
that the Czech Republic tad 
its own devaluation earlier 
this year, and the stock mar- 
ket has never really recov- 
ered. It was down nearly 23 
per cent on the year in dol- 
lar terms by end-November. 

One analyst believes inves- 
tors should be cautious 
about baying into the Euro- 
pean tally. Richard David- 


son. European strategist at 
Morgan Stanley, says: “We 
think this is a bull run in a 
bear market and we don't 
believe indices are going to 
reclaim their highs. 

“The Asian crisis means 
that earnings momentum 
will turn and analyst down- 
grades wilt exceed upgrades 
over the next few months. 
And there is a risk that 
interest rates will rise to 
4-L25 per cent as the Bund- 
esbank shifts from an expan- 
sionary to a neutral mone- 
tary policy. 

“All told, over the course 
of the next 6-9 months. Euro- 
pean markets could fall 15 
per cent or more from cur- 
rent levels." 


Portugal joins 
the big league 


Blue chips 
rally as Dow 
roars to 7,900 


Overseas earners lift Frankfurt 


I FTSE Actuaries Share indices 


ciurcceen cenesl 


AMERICAS 


US stocks rallied strongly 
throughout the morning ses- 
sion. with the Dow Jones 
Industrial Average roaring 
past the 7,900-point level. 
writes John Lobote in New 
York. 

Blue-chip shares were the 
best gainers by early after- 
noon with the Dow up 134^8, 
a rise of 1.7 per cent, at 
7,957.41. The broader Stan- 
dard & Poor’s 500 index had 
gained 1423 or IAS per cent 
at 969.63. 

Market analysts gave var- 
ied reasons for (he bullish 
tone, including the fact that 
it was the first day of 
December, an historically 
strong month for stocks. 

“The impact of what’s 
going on in Asia has waned 
completely in our market," 
mw Rill M inium, mar- 
ket analyst at Cantor Fitz- 
gerald in Connecticut 

“People are looking at rel- 
atively low interest rates, 
and factorin g in that many 
multinationals do not have 
extraordinary exposure in 
Asia but do have better 
exposure in other markets,” 
he added. 

Helping the Dow higher 
was Travelers Group which 
rose $2& or more than 5 per 
cent to *53ft after Standard 
& Poor’s increased its debt 
rating. Retailer Sears was 
also sharply higher, rising 
*19 to *47%. 

Stock traders also took in 
a large number of morning 
announcements. In the bank- 
ing sector, Cleveland-based 
National City Carp said it 
planned to acquire First of 
America in a $6.6bn stock 
deal. First of America’s 
shares soared more than 23 


per cent or *l3fi to $72& 
while National City’s shares 
sank by more than 7 per 
cent or *49 at $62&. Shares 
in other banks moved 
higher. 

Turbulent trading hit the 
drug sector as analysts 
downgraded Warner-Lam- 
bert shares on reports of 
trouble with the company’s 
diabetes drug. Warner-Lam- 
bert fell *2S% or more than 
17 per cent to *114%. 

The technology sector rose 
with the Nasdaq composite 
index gaining 1626 or only 1 
per cent at 1,616.91. Com- 
puter makers were up 
strongly. Dell rose $2£ to 
*86% but software group 
Oracle fell more than 5 per 
cent to *31% after Goldman 
Sachs downgraded the 
stock. 

TORONTO climbed more 
than l per cent at midses- 
sion as banks and forest 
stocks surged almost 3 per 
cent, helping to . offset 
declines in gold and oil 
stocks. The 300 composite 
index rose 80.92 to 6,593.70. 

Banks were on a rising 
trend due to growing hopes 
that the Bank of Canada will 
not raise interest rates in the 
near future. 

Traders said that an inter- 
est rate rise had been priced 
into the market because of 
currency weakness, so 
shares would bounce back if 
it became less likely. 

Gold stocks were again 
facing a difficult day as the 
gold price slipped. Placer 
Dome fell 10 cents to C*17 
and Barrlck 45 cents to C$23. 

Inco rose C$120 to C$28.60 
as dealers continued to spec- 
ulate that low commodity 
prices made the nickel giant 
a takeover target 


Shares in FRANKFURT were 
in the vanguard of the Euro- 
pean rally, rising 3.9 per 
cent helped mainly by over- 
seas earners advancing on 
favourable currency trends. 
The Xetra Dax index closed 
15324 better at 4.125.42. 

Retailing stocks took some 
dealers by surprise when 
they surged to record the 
day’s biggest advances on 
hopes of a strong Christmas 
trading period. 

Karstadt was up DM46 or 
72 per cent to DM6S9 while 
Douglas was DM2.90 better 
at DM66.90. Metro lagged the 
other leaders, gaining only 
DM1.90 to DM8220. 

Elsewhere, gainers were 
led by currency-sensitive 
stocks. Chemicals leaders 
were heavily traded as BASF 
rose DM2.40 to DM64.80 
while Bqyer was DM1.13 bet- 
ter at DM66.40. Daimler was 
also on the rise, advancing 
DM2.80 to DM127.70. while 
BMW rase DM50 to DM1,377. 

Construction stocks were 
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Sao Paulo climbs again 


SAO PAULO climbed by 
nearly l per cent in morning 
trading, helped by rises on 
Wall Street and optimism 
ahead of this week’s congres- 
sional vote on a fiscal auster- 
ity package. 

The Bovespa index gained 
85 to 9,480, led by market 
heavyweight Telebr&s, 
which climbed Rji.60 to 
R*115.50. Brokers said the 
market was watching Wall 
Street closely in the absence 
of any domestic news. 

The government’s R*20bn 
package of tax rises and 
spending cuts is expected to 


be passed by congress later 
this week after the adminis- 
tration agreed amendments 
with congressional leaders 
last Friday. 

MEXICO CITY raced 
ahead in early trade as the 
IPC Index broke through the 

5,000 harrier, helped by 
strong gains on Wall Street. 
By midday, the index was up 
98.01 at 5,072^8. its highest 
level since October 22. 

BUENOS AIRES was 
helped by rises in neighbour- 
ing markets. At midsession, 
the Merval index was 8.1 
higher at 663.7. 


the day’s biggest losers after 
Christian Roth, c hairm a n of 
Biifinger & Berger, said in 
an interview that the market 
environment was worsening 
and no upturn could be 
expected before 2000. 

Biifinger & Berger were 
unchanged at DM6490. Phi- 
lipp Holzmann lost DM4 to 
DM484, while Hochtief was 
70 pig lower at DM72.30. 

Volkswagen advanced 
DM32 to DM1,032 an market 
talk that the carmaker is 
close to making a bid for 
Scania, the Swedish truck- 
maker. 

PARIS broke back above 
2,900 for the first time in 
nearly six weeks with 
Improved Asian sentiment, 
the firmer dollar and strong 
start on Wall Street lifting 
the CAC 40 index 59.29 to 
2.918.48. 

Oil stocks and France 
Telecom stayed in the dol- 
drums among the heavy- 
weights, but there were 
strong gains among dollar 
earners with a big Asian 


presence, notably LVMH 
which reversed recent weak- 
ness with a rise of FFr70.00 
or 6-9 per cent to FFr1,082. 

Upbeat new car sales got 
behind the motor sector. 
November turned in the first 
year-on-year gain since 
December with French pro- 
ducers outpacing the aver- 
age with a near ll per cad 
gain. Renault rase FFr8.00 to 
FFr 173.3 and Peugeot 
FFr29.00 to FFr686. 

Retailers stayed in favour. 
Pinault-Printemps added 
FFr92.00 at FFr3,112 after 
chairman Serge Weinberg 
said asset price fells in Asia 
were a plus point for the 
group, lowering investment 
costs. Carrefour rose 
FFr94.00 to FFr3^53. 

Oil price worries contin- 
ued to depress oils. Elf Aqui- 
taine came off FFr2.00 at 
FFr683. Franca Telecom hit a 
session low of FFr213.2 
before closing 90 centimes 
better at FFi217.7. 

PRAGUE had a dreadful 
day as investors dumped 
stock following the collapse 
of the government at the 
weekend. The PX50 index 
closed 20.8 or 4J3 per cent 
lower at 458. 

AMSTERDAM advanced 
23J37 to 910.09 on the AEX 
index with internationals 
making most Of the r unning. 
Both Philips and ABN 
Amro surged more than 6 
per cent 

The firmer dollar and buy- 
ing from the US sent Philips 
up by FI 8.30 to FI 139.60 
while ABN gained FI 2.50 to 
FI 40.40 in 6 Jim shares 
traded. Steelmaker Hoogov- 
ens achieved the day’s best 
performance, gaining FI 6.30 
or 7 per cent to FI 9590. 

Nedlloyd gained FI 1 JO to 
FI 47.00 on the news that its 
cargo shipping alliance was 
being widened. Heineken 
added FI 10.00 to FI 346.50 
amid positive sentiment fol- 
lowing the appointment of a 
new marketing supremo for 
its Murphy's offshoot 

ZURICH moved higher in 
an active session for finan- 
cials where news of a Baloise 


disposal to a US in v e s t m ent 
mynpawy sparked talk of fur- 
ther sector deals. The SMI 
index wwied with a g»»n of 
99.2 at 5,875.1 

SBC rose SFr9 JO to SFr4l9 
and Swiss Re gained 
SFr50.00 to SFr2,379.Q. Bal- 
oise. which sold its 86 per 
cent stake in Rhine Reinsur- 
ance in order to focus more 
ftilly on core operations, 
added SFI90.00 at SFi2.630. 

MILAN was lifted by cor- 
porate deals and a growing 
expectation that an interest 
rate cut is imminent. The 
Mibtel index ended 247 
higher at 15,612. 

Pirelli rose L281 to L4J96 
after the tyres and cable- 
maker said it would acquire 
a majority stake in Sirti, the 
cable-laying company con- 
trolled by Telecom Italia. 


Sirti’s shareholders were less 
rtrii ghtort with the deal and 
the stock fell L34 to L10.40& 

Telecom Italia, which had 
to dispose of the sharehold- 
ing under an EU ruling, rose 
L117 to L1O907. Alitalia fell 
L89 to L1.053 after tile com- 
pany said it would fight an 
EU ruling to classify a 
recent L2.75 trillion injection 
as state aid. 

MADRID ended sharply 
higher with the general 
index aiding 17.08 higher at 
622J23. The main beneficiary 
was Asturiana del Zinc, up 
Pta315 at Pta2.555, boosted 
by dollar strength. The com- 
pany's shares were among 
the worst affected by last 
month’s shakeout. 


Written and edged by Jeff? 
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Johannesburg shares were 
dragged lower by gold 
stocks, which set a 14-year 
intra-day low as the bullion 
price fell to *293J25 at the 
London morning fix. 

The gold index ended at 
709.36, down 17.9 but above 
its trough of 704 L8. 

Elsewhere, industrials 
were stronger. Richemont 
rose R4.10 to R57.6Q on 
strong interim results. The 
all share index ended 1.8 
lower at 6^24£. 


Portugal officially comes of 
age as a developed market 
today when tt joins Morgan 
Stanley’s MSCl Europe 
index. Having achieved 
mains tream stability while 
still enjoying emerging 
market growth, Lisbon 
plans to enjoy the best of 
both worlds. 

Promotion to the MSCI 
caps a remarkable period of 
earnings growth in which 
the BVL 3d. Lisbon's main 
share price index, has 
gained almost 95 per cent 
since the beginning of 1996. 
the best performance in 
western Europe. 

Turnover more than tri- 
pled in the first nine 
months erf 1997 and the cap- 
italisation of the stock mar- 
ket rose 73 per cent 

At an estimated price; 
earnings ratio of IS times 
projected 1998 earnings. 
Lisbon may appear expen- 
sive in comparison to the 
markets with which it has 
traditionally been brack- 
eted. such as Greece and 
Turkey. 

But according to Emman- 
uel de Figueiredo. an ana- 
lyst with Banco Portugues 
de Investimento, it should 
now be compared with 
more developed markets 
such as Madrid. Mr de 
Figueiredo says that Portu- 
gal offers equal security 
and greater earnings poten- 
tial than Spain for a 1998 pi 
e ratio that matches the 
Madrid rating. 

The Lisbon market Is 
partly being driven by a 
sharp fall in interest rates. 
The differential between 
German and Portuguese 10- 
year bonds has narrowed 
from 350 to less than 60 
basis points since January 
1696. That reflects growing 
certainty Portugal will join 
the single European cur- 
rency. 

As interest rates tumble. 
ftimte and individuals have 
been accelerating the trans- 
fer of assets from fixed 
income investments to 
equities. 

Last week, 450,000 small 
investors - more than five 
per cent of the adult popu- 
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lation - placed orders for | 
12S times the number of! 
shanks on sale in an initial 
public offer of Rrisa, a 
motorway operator. 

The retail tranche of a 
private-sector IPO of Sonae 
ImobiliarlAria. Portugal's 
leading shopping mall oper- 
ator, due to be priced 
today, was 30 times sub- 
scribed. 

“There is still a huge 
amount of money to moved 
out of bank accounts and 
bonds into shares,” said 
Elizabeth Rothfield of Lis- 
bon brokers, Midas. 

Foreigners increased 
their net holdings of Portu- 
guese equities by $lbn In 
the first half of this year 
and account for about 35 
per cent of trading volume. 
Morgan Stanley's upgrad- 
ing Is expected to increase 
this How and more than 
compensate for departures 
by* emerging market fluids. 

Portugal’s economic 
growth, forecast to remain 
above the European Union 
average for two to three 
years at an annual rate of 
more than 3.5 per cent, is 
high for a mainstream mar- 
ket 

Low inflation, expected 
to drop to 2 per cent in 
1998. and the Socialist gov- 
ernment's resolve to meet 
the criteria for joining the 
euro, have gone a long way 
to reduce the risks associ- 
ated with fast-expanding 
economies. 


Peter Wise 
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Nikkei moves back above 17,000 


ASIA PACIFIC 


’Kahuna 


The Nikkei 225 average 
climbed back above the 

17,000 barrier for the first 
time for a month yesterday 
as Japanese shares rose for 
the third successive session, 
writes GOtum Tea. 

The leading benchmark 
closed at 17,007.59, up 371.33 
or 223 per cent This leaves 
the Nikkei slightly above its 
level of 10 days ago - Just 
before Yamalchl Securities 
collapsed and triggered a 
sharp fall In banking and 
broker share prices. 

The rebound was partly 
driven by technical buying, 
traders said. However, it also 
reflected growing hopes that 
the Japanese government is 
preparing to use public 
fUnds to support the coun- 
try's wHIwg flnanrinl system. 

By sector, banks and bro- 
kers were among the largest 
gainers, together with min- 
ing, fisheries and real estate. 
The only losers were ser- 
vices and electric power. 
Total turnover in the first 
section fell to 553m shares, 
compared with 713m on Fri- 
day, while gainers outnum- 
ber losers 856 to 277. 

The bank and broker sec- 
tors rose 3J? per cent and 5 
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per cent Yasuda Trust, the 
ailing trust hank, was one of 
the biggest gainers: its 
shares rose Y50 to Y159 after 
a sharp fell last week. 

Daiwa Bank's shares also 
rebounded strongly by Y80 
to Y485. With 17.7m shares 
traded, it was the second 
most heavily traded share. 
Sony rallied Y300 to Y11.20O 
and Minebea hit a record 
high of Y1.460 before closing 
at Y1.430, up Y10 on the day. 

SEOUL closed sharply 
lower as bearish rumours 
continued to circulate ahead 
of the delayed announce- 
ment of the terms of the IMF 
rescue package. The compos- 


ite index.dosed 14.7 lower at 
393.16 for a decline on the 
day of 3.6 per cent 

The Index has now fallen 
for eight consecutive ses- 
sions - an overall drop of 22 
per cent - to stand at its 
lowest level since June 1987. 

Financial shares were 
again in the firing line on 
fears that a painful restruct- 
uring of the sector is in pros- 
pect after the IMF package. 

Commercial Bank or Korea 
was WonisO lower at 
Won2.130 and Korea First 
Bank lost Wonl40 to 
Wonl.720. Securities compa- 
nies were also hit' with Dae- 
woo Securities closing 
Won57D down at WonS.ElO. 

Listed affiliates of the 
Ssangyong group lost 
ground heavily on fears 
about the group's financial 
position. The only one of 
Ssabgyong’s 11 listed affili- 
ates to buck the falling trend 
was Ssangyong Paper, up 
Wonl.900 at Won26.4O0, 
which is in the process of 
being taken over by Procter 
& Gamble of the US. 

TAIWAN closed sharply 
lower following an unex- 
pected victory for the pro- 
independence Domestic Pro- 
gressive party in Saturday’s 
local elections. Analysts said 


political uncertainty spelt 
had news for market confi- 
dence and that the weighted 
Index could test its 7,000 sup- 
port level in coining weeks. 
The index closed 396£5 or 5.1 
per cent lower at 7,400.64. 

HONG KONG swung 
higher on bargain-hunting. 
Financials rallied strongly 
and the Hang Seng index 
closed up 22396 or 2.1 per 
cent to 10,75098 after touch- 
ing 10,769.10. HSBC roBe 
KKS4.Q0 to HK* 190.50 and 
Hang Seng Bank HK2225 or 
3.3 per cent to HK 70.25. 
China stocks were unsettled 
by the result of the Taiwan 
elections. The red-chip index 
lost 1.3 per cent 

KUALA LUMPUR ended 
more than 3 per cent lower 
after market officials 
announced trading restric- 
tions on five stockbroking 
houses, raising fears that 
fresh problems are on the 
way for the sector. 

Sime Darby, whose Sime 
Securities unit is one of the 
brokers affected by the 
curbs, fell 16 cents to MS3JJ4. 

The composite index closed 
16.99 lower at 528.45. 

SYDNEY moved ahead fol- 
lowing a broadly based rally. 
The All Ordinaries gained 
48J or 2 per cent to 2,513.4. 



, e s steri 


mpr 











Ss2fe_ii«n,h.. 



$**.» ir*0 *j - 

r'i'-atati ^ 4 

,, ; .. 

•mai,ia*U Vft- .,. 
«*P*J*4 «..fii 
- ■ =-■ 

**««*■ 

fltKvft. -IW i?»p v 
•<!►-•■; 
«* ... 

W-te- • 

t-' -.vir « 

ft j M rid* >-■ -.i •• 

^ . 
0 '■&*'* i-fr.-LA-.'.-. : 

i.fcqh*te 
»*** . . 

P "thr Fin,. 
tit atM *;. . . 

»>?■- tt5»- fi - v 

i'-tetittaUMi ,-j- 
rpAni r* \< ,,. 

*#.■: I’*"* ir...,: 

f'.ftWL .-. 

fW>i»T ' t**T"T ?-- ., 

#Jh "a* 


, ^ 



■<S* N 
% 


Iwontor** •_- 

ftwH iiwi- ' *r 

MiMumi-r i? l-_. .. . 

a '• * ,> 

Hg fUtjtp y J • jy>j j, . , 

fr.ASMtfcV v 

ate..**** ir^ ;v:i. 

#*' atythi 
Mb* *•*?**•*» 

* Upai* fr^ « . 

ifcfci. lK*u-».’*:% . 


i «i h5 » ■».*«■*."• 

Hw » ifiV «lr. ■ 
&:Ml ttKHwC • 
IHN n H n^ ?*-..«.- 
«■* fciT ■•»•-*... . 

w - •*• * 
« « *r«M. . 


ip* «<**■>> t .- 
» Urtt#*; ** 

**:JU*f«*- 


- nti**- '. '_ 

4tf" 

m H wre wfc **«■ 
«Mb*» *f«r. 

v ~;t-V . 


•*ii**' 

it'';.- ■<* 

fait 6-V-P 


ii.-,: 



I IN.WC IM I I MI S SURVEY 


Tuesday December 2 1997 


\ 



The slow pace of constitutional reforms 
- centrepiece of the government’s attempt to 
cut spending — has left Brazil vulnerable to 
the whims of speculators. Geoff Dyer reports 

Economic plan 
faces stem test 


O ver the past six 
weeks, Brazil's politi- 
cal and financial 
leaders have dropped into a 
peculiar but thoroughly 
modem routine. Rise early 
and find oat what has hap- 
pened overnight in Asia’s 
financial markets. If the 
news is bad, cancel lunch 
appointments and prepare 
for another nerve-racking 
day. 

Globalisation has replaced 
crime as the smart topic fo r 
dinner conversation in Bra- 
zil since the Asian fi n a im iM i 
crisis began to send shock- 
waves through l-atirt Amer- 
ica's biggest economy. 

The government has been 
given the fright of its life 
and its three-year-old eco- 
nomic stabilisation plan, 
which had boasted the 
heroic achievement of bring- 
ing once-rampant inflation 
down to single-digit levels, is 
facing its sternest test yet 
The crisis, which sent the 
Brazilian stock market into 
a nose-dive and prompted a 
speculative attack on the 
currency, underlined two 
contradictory but important 
factors about Brazil’s 
nascent economic recovery. 

On one hand the turmoil 
provoked a deft but firm 
response from policymakers. 
Interest rates were doubled 
to 43.3 per cent a year and a 
tough package of budget 
cuts was swiftly introduced. 

Macroeconomic manage- 
ment, often a , weak point in.. 


the past, is now the least of 
Brazil’s worries. 

However, the crisis also 
exposed the government’s 
inability* thus far, to push 
through the broader political 
programme which is needed 
both to under pin the new- 
found economic stability and 
to lay the groundwork for a 
concerted attack on Brazil's 
gaping social inequalities. 

At the core of the problem 
is a failure to rein in public 
sp ending , leading to a bud- 
get deficit equivalent to 
nearly 5 per cent of gross 
domestic product. 

Interest rates remain bi ph 

to finangg thp ilafldt Which 

diverts private savings from 
industry and holds back 
growth. 

However, the constitu- 
tional reforms to the social 
se curity system and civil ser- 
vice, which are the centre- 
piece of the government’s 
attempt to reduce spending, 
have languished in Congress 
for almost three years. 

Mare than anything, it is 
the slow pace of these 

iiJ n rn is which has loft BrazQ 

vulnerable to the whims of 
speculators. 

As the government licks 
its wounds from the latest 
bout in the ring with inter- 
national capital, it haa real- 
ised that without swift 
action on the fiscal front, the 
achievements of the past 
three years could be tom 
apart 

„ The potential , economic... 


damag e from a large devalu- 
ation cannot be underesti- 
mated. Inflation would inevi- 
tably r et ur n, prompting an 
increase in interest rates and 
a prolonged recession. 

On the political front, the 
re-election campaign of £*em- 
ando Henrique Cardoso. Bra- 
zil’s president has already 
been complicated by the cri- 
sis: devaluation would blow 
it out off the water. 

The irony is that the crisis 
has come just as Brazil 
seemed to be cm the verge of 
finally punching its consid- 
erable weight in the world. 
Despite having foiled to live 
up to expectations so many 

timof fn thu pwct optimism 

about Brazil has been high. 

Several decades of relative 
wmoomfe isolation and high 
inflation have left Brazil 
little understood outside 
T-atin America. 

Yet Brazil is the fifth-larg- 
est country in the world; its 
economy is User than Chi- 
na’s and its population 
(157m) larger than Russia’s. 

Government nfflHala have 
been fond of saying in recent 
weeks that Brazilian annual 
GDP is bigger than, all the 
Aslan “tigers” put together. 

In spite of the size of the 
potential market, many 
important industries re main 
woefully underdeveloped. 
Telephone use is the lowest 
in Latin America, while 
insurance plays a smaller 
role in the economy than in 
ip?ny African countries. 
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Cable television subscrip- 
turns are 10 Hmes higher per 
capita in neighbouring 
Argentina than In BreziL 

With trade liberalised, and 
the economy showing signs 
of lasting stability, these 
ingredients have created a 
powerful long-term invest- 
ment opportunity for multi- 
nationals. Foreign direct 
investment has been flood- 
ing in and is expected to 
reach &7bn this year, put- 
ting Brazil second in the 
emerging markets league 
behind China. 

A lion’s share of this 
investment has been the 
result of Brazil's huge priva- 
tisation programme, which 
includes its vast electric 
energy system and telecoms 
network. 

If all goes wen, by the end 
of .the decade Brazil will 


have raised more money by 
privatisation than the OK, 
Argentina, Mexico, Chile and 
Peru combined. 

The transformed economic 
environment has. in turn, 
allowed Brazil to conduct a 
more assertive foreign pol- 
icy. Brazil Is the leading 
member of Mercosur, the 
South American trade group- 
ing whose influence and con- 
fidence is growing rapidly, 
and it is a strong nanriidata 
for a seat on an enlarged 
United Nations Security 
Council. 

Brazil is also emerging as 
the primary interlocutor for 
the US in South America. 
This has been most notable 
during the negotiations 
about a 34-country Free 
Trade Area for the Americas 
(FTAAX but in mere subtle 
ways Brazil has acted as an 


intermediary on several 
recent occasions between the 
US and its South American 
neighbours. 

Against the background of 
stability in its huge econ- 
omy, Brazil has been gradu- 
ally carving out feu* itself a 
role as a regional super- 
power. 

Describing Brazil as a “for 
western country”. Mr Car- 
doso has used the Asian cri- 
sis to emphasise Latin Amer- 
ica’s natural link with the 
developed world. It is easy 
for Brazil. Argentina and 
Chile to become integrated 
in the globalisation process 
because of our history and 
culture.” he said in an inter- 
view. 

Indeed, Mr Cardoso, who is 
scheduled to begin a state 
visit to the UK today, has 
played a significant role in 


Brazil’s international reha- 
bilitation. 

While the fiscal reforms 
remain stranded in Con- 
gress, questions will remain 
about Mr Cardoso’s execu- 
tive abilities. 

However, the former soci- 
ology professor has brought 
a credibility to the presi- 
dency which has been lack- 
ing in his predecessors since 
democracy was restored in 
1S65. 

But low inflation alone 
will not allow Brazil to real- 
ise its huge potential. Its 
high economic and political 
ambitions will continue to 
be frustrated unless it can 
make considerable progress 
in solving its huge social 
problems. 

Brazil may have been 
making headlines for good 
Continued on Page 9 
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An experienced guide, 




The most impressive destinations require the most experienced 
guides You iv^juldn't trek through the Amazon without a seasoned 
guide. Navigatibg^Latin American Emerging Markets ~ particularly 
Brazil and N/iera as-rewarding or justas difficult Let 

Banco do Brasil with! its nearly 200 year tradition of expertise, with 


products arid services in capital markets, privatization programs, 
foreign trade/and its vast network of 4,500 offices worldwide be 
your experienced guide to the Brazilian and Mercosur markets. 


Banco do Brasil Your sound guide to the Brazilian and Mercosur markels. 
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change 



has cast a long shadow 


The president 
remains the man 
to beat despite 
fears of a 
downturn 

Until late October, 
Fernando Henrique Cardoso 
was as firm a favourite as 
there coaid be in the unpre- 
dictable world of Brazilian 
politics to win next year's 
presidential elections, and 
to win comfortably. 

In the space of a few 
weeks, however, the poll 
next October has become 
considerably more interest- 
ing, and the chances of the 
election having to go to a 
second round have 
increased dramatically. 

As a result of the Asian 
economic crisis, the Brazil- 
ian economy seems likely to 
experience a significant 
slow-down in 1998, if not a 
foil-blown recession. More- 
over, the prospect of a 
devaluation cannot be ruled 
out which would hurl the 
economy into months of 
chaos. 

Has Mr Cardoso been ter- 
minally damaged by the tur- 
moil? In most democracies, 
a downturn in an election 
year would be the Mss of 
death for a sitting govern- 
ment. In Mr Cardoso's case, 
he has also just doubled 
interest rates, increased 
income tax and slapped 
higher duties on petrol, cars 
and air travel. Not exactly 
vote- winning stuff. 

Yet, in spite of an the aus- 
terity measures, Mr Cardoso 
is still the favourite to win 
next year. In an interview 
before the crisis began, he 
said that the key to a 
smooth re-election was 

maintaining low infla tion. 

That still stands. 

Mr Cardoso was elected in 
1994 as the creator of the 
Real Plan which brought 
inflation under control. 
After 30 years of perpetual 
price increases, this was a 
powerful selling point. And, 
although voters were begin- 


ning to take low inflat ion 
for granted before the crisis, 
it could still be the decisive 
factor next year. 

If the political choice is 
between recession or infla- 
tion, then recession Is Mr 
Cardoso’s preferred option. 
“People still prefer bitter 
medicine, as long as he can 
guarantee stability,’' said 
Etevaldo Dias of San cafe 
Ideals, a political consul- 
tancy. 

Mr Cardoso also has a 
powerful electoral coalition 
behind him . As well as his 
own Social Democratic 
Party, he is backed by the 
right-wing Liberal Front 
(PFL), the largest in Con- 
gress, the Progressive Party 
(PPB) and by a large part of 
the Movement for Brazilian 
Democracy (PMDB). This 
alliance guarantees him a 
powerful political machine 
and considerable air time on 
television. 

The other reason for Mr 
Cardoso's strong position is 
that, so far. there is no 
strong alternative candi- 
date. The crisis has 
pro m pted a flurry of activ- 
ity among the centre-left 
parties hut no politician has 
yet emerged with the poten- 
tial seriously to challenge 
Mr Cardoso. 

Political analysts believe 
that of the potential candi- 
dates on the centre-left. Giro 
Gomes, forma - governor of 
the north-eastern state of 
Ceara has the best chance. 
Sharply critical of Mr Car- 
doso over sensitive issues 
such as unemployment, Mr 
Gomes has anti-inflationary 
credibility, having been 
finance minister briefly in 
1994 during the early stages 
of the Real Plan. He could 
benefit from discontent with 
Mr Cardoso among some 
middle class voters. 

However, he lacks a 
strong political base - he 
left Mr Cardoso's PSDB for 
the tiny PPS earlier this 
year. And with his back- 
ground as a young, former 
governor from the 


north-east, and his telegenic 
appearance, he has been 
unable to shake off compari- 
sons with Fernando Collar 
de Mello, the disgraced for- 
mer president who resigned 
office over corruption alle- 
gations. 

Moreover, Mr Gomes, who 
supports the government’s 
exchange rate policy and 
privatisations, has yet to 
articulate an alternative 
platform to Mr Cardoso. 

Another possible stan- 
dard-bearer of the centre- 
left is Itamar Franco, the 
former president Mr Franco 
can also claim strong anti- 
jnflation credentials, having 
been president when the 
Real Plan was launched. His 
opposition to the controver- 
sial privatisation of CVRD, 
the mining company, gives 
him a nationalist and popu- 
list edge. 

- However, the PMDB. the 
party to which Mr Franco 
affiliated earlier this year, is 
seriously divided over how 
to approach the elections. A 
large section of the party 
wants to support Mr Car- 
doso and is only likely to 
support a different candi- 
date if the economic situa- 
tion seriously deteriorates. 
Mr Franco could also face 
opposition from two other 
potential candidates in the 
PMDB. Jose Samey. another 
former president, and 
Roberto Reqoiflo. a senator. 

The other challenge to Mr 
Cardoso will come from the 
left-wing Workers Party 
(PT),. and is likely to be 
Lula, the party’s candidate 
at the last two presidential 
elections. 

The PT remains a signifi- 
cant force In Brazilian poli- 
tics. Lula consistently ranks 
second behind Mr Cardoso 
In opinion polls with a sta- 
ble support of about 25 per 
cent and the party has sev- 
eral regional strongholds. 

However, the PT has been 
outflanked by Mr Cardoso, 
whose anti-inflationary poli- 
cies benefit one of its natu- 
ral constituencies, low-in- 


come workers, and the 
party is riddled with divi- 
sions. f Indeed, some of the 
moderate leaders have 
recently begun to defect 
from the PT to other parties 
on the left.) Political ana- 
lysts argue that unless 
there is a prolonged eco- 
nomic crisis, Lula will not 
present a serious challenge 
to Mr Cardoso. 

However, such a crisis 
cannot be ruled out. The 
financial market turmoil 
has renewed fears of a 
forced devaluation, which 
would lead to a sharp reces- 
sion and almost certainly an 
increase in Inflation. If that 
happens, all previous bets 
about the election would be 
tom up. Analysts say it is 
impossible to predict wbo 
would fill the vacuum. Per- 
haps the PT would find 
itself vindicated and Lula 
would rediscover his fire of 
old. Maybe Mr Cardoso 
would be viewed as the only 
person who could bring the 
economy back from chaos 
again. Or it is possible that 
a new figure from outside 
the political establishment 
would rise to the occasion. 
"Devaluation would produce 
a very volatile environ- 
ment." said Alexandre Bar- 
ros. a political analyst. 

The most intriguing 
devaluation scenario 
involves Paulo Mafrtf, leader 
of the PPB and a long-time 
presidential hopeful. When 
file crisis began Mr Maluf 
initially criticised the gov- 
ernment. However he has 
since announced his com- 
plete support for Mr Car- 
doso in next year’s elections 
and for the government’s 
fiscal reforms. 

Cynics say that Mr Maluf, 
a former mayor of S2o 
Paulo, is portioning himself 
for an economic crisis, 
when he will be able to 
present himself not only as 
a supporter of the low infla- 
tion policies but as the only 
politician with the execu- 
tive abilities to resurrect 
the economy. 



The government’s 
decisive action 
contrasted with 
sluggish reactions 
in Asian countries 

Economic policymakers in 
Brazil have long recognised 
the dangers posed by the vol- 
atile international financial 
markets to their anti-infla- 
tion programme. 

Sooner or later it was clear 
that unless action was taken 
to rein in the government's 
fiscal deficit - forecast at 
about 5 per cent of gross 
domestic product this year 
- the government's success 
in reducing inflation 
remained insecure. “Fiscal 
deficits of 5 per cent of GDP 
are unsustainable over 
time." admitted Pedro 
Malan. the finance minister, 
in May. 

In fact, as is often the way 
with financial markets, the 
period of financial stress 
expected ahead of next 
year's October elections 
came sooner rather than 
later. 

Brazil had managed to 
shrug off currency instabil- 
ity in Asia during July and 
August. But when in Octo- 
ber. Asia's troubles triggered 
sharp falls on Wall Street, 
Brazil stood out on the radar 
screens of nervous investors. 

Its economic imbal- 
ances - high fiscal and cur- 
rent account deficits, and an 
exchange rate that most 
economists viewed as over- 
valued - suggested it was 
vulnerable to a change of 
investor sentiment 

The response from the 
government to the instabil- 
ity was decisive. The imme- 
diate response from the cen- 
tral bank was a doubling of 
interest rates - which were 
already high in real terms 
-to prevent a run on the 
currency. 

This immediately led to a 
downgrading of expectations 
for growth next year and for 
the current account deficit. 
Growth is now widely expec- 
ted to be no higher than 2 
per cent next year, and could 
be significantly Iks depend- 
ing on how prolonged the 
period of high interest rates 
is. Furthermore, the current 


account deficit was expected 
to drop from 4-3 per cent of 
gross domestic product this 
year to 3.9 per cent or less 
next. 

But if the external imbal- 
ances were expected to 
become less marked, higher 
interest rates also implied 
higher government spend- 
ing - and a bigger budget 
deficit. The fiscal deficit had 
been falling - to the equiva- 
lent of some 5 per cent of 
GOP this year. But to reduce 
the shortfall sustainably 
required constitutional 
amendments that Congress 
had been unwilling to grant 
President Fernando Hen- 
rique Cardoso's government 

So the second leg of the 
plan was a strong emergency 
fiscal package meant to 
increase revenues and lower 
spending by a combined 
total of R$20bn (SISbn). Only 
a small part of that package 
depended on congressional 
approval. The government 
also seized the opportunity 
to push forward once more 
its long-standing efforts in 
Congress to secure a more 
sustainable fiscal balance. 

In this way, the govern- 
ment's decisiveness con- 
trasted with the sluggish 
reactions of some Asian gov- 
ernments to runs on their 
currencies. Furthermore, the 
arithmetic of Brazil's debt 
obligations improved signifi- 
cantly after the package was 
announced. 

According to Paulo Leme 
of the New York investment 


bank Goldman Sachs, the 
gross external borrowing 
requirement of Brazil next 
year - that is the current 
account deficit added to debt 
maturities adjusted for 
changes in reserves - should 
foil to S3Gbn from $82bn. 

However, investors 
remained anxious. A sharp 
stock market fall was an 
obvious reaction to the rise 
in interest rates, while 
doubts quickly surfaced 
about a number of- mostly 
second line - banks. 

Moreover, the current 
account deficit - though 
lower as a percentage of 
GDP - remained large in 
absolute terms, and vulnera- 
ble to a mare hostile interna- 
tional financial environ- 
ment. The disposition of 
Congress to take action to 
secure long-term fiscal bal- 
ance also remained in doubt. 

Lastly, the expectation 
that at some point a shift in 
exchange rate policy would 
be necessary seemed likely 
to keep pressure on the Real. 

The government argued 
that the Real was depredat- 
ing in real terms against the 
dollar because the curren- 
cy's monthly devaluation 
was faster than inflation, 
and that productivity was 
increasing, too. On top of 
that, foreign direct invest- 
ment is significant - more 
than $labn this year - and 
helped by an active privati- 
sation programme that is 
attracting foreign capital. 

In an interview in October. 


Mr Cardoso made clear that 
he believed his re-election 
□ext October depended on 
avoiding a resurgence of 
inflation. Mr Cardoso 
hatched the Real anti- Infla- 
tion plan in 199? when he 
was finance minister and his 
political future continues to 
be tied to it. Inflation has 
fallen from 2.500 per cent in 
19&3 to about 4 per cent. In 
the balance between slowing 
growth and keeping inflation 
low, the president has mode 
his priority clear. 

Yet this alone may not be 
enough to withstand inves- 
tor expectations that once 
the October elections are out 
of the way. a sharper devalu- 
ation is on the cords. If that 
is the case, the markets may 
well take matters out of the 
government's hands. 

The longer term macroeco- 
nomic objective of the gov- 
ernment must be to reduce 
the vulnerability of the 
country ta speculative 
attack. To do that it has to 
increase domestic sav- 
ing -by cutting the budget 
deficit and thereby reducing 
public dis-saving as well as 
increasing private saving. 

Mr Union has announced 
that the government intends 
to bring forward this 
long-term savings agenda to 
next year, Yet until Con- 
gress shows that it accepts 
Us own responsibility for the 
financial turmoil that has 
enveloped Brazil since Octo- 
ber, investors are likely to 
remain sceptical. 
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If you’re raising capital for Latin American business, 


The strength of ING Bating^' corporate and invest- 
ment banking service comes from combining deep, 
local understanding of client needs with a global 
transaction capability. 

At Vocoiantim. Brazil’s largest private sector 
industrial group, wc used our local knowledge and 
our international expertise to advise and assist the client 
through the credit rating process. 

Our bankers in Sao Paulo then worked with 
their colleagues in New York, and throughout the 
world, co ensure that Votorantim succeeded in its 


aim to gain broad, efficient access to competitively 
priced funds in the global marketplace. More than 
USS 1 billion in a range of instruments, maturities 
and structures. 

If you’re looking for this depth of expertise 
and commitment in Latin America, we're there for 
you. For more information on ING Baring, contact 
us in Sao Paulo, on telephone: +55 11 827 6000 
or in New York, on telephone: +1 212 409 7506. 
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When it comes to doing business in Brazil, all you 
have to do is contact BNDES. It’s a lot more than a 
development bank; BNDES is an open door to the 
Brazilian economy. 1996 total disbursements of 
USS 9,6 billion, total assets of USS 45 billion and 
equity of USS 10 billion, backed by 45 years of 
experience, the most up to date 
information on regions, sectors, 
-groups and companies, plus our 
BNDES^ market analysis capabilities 

BRAZILIAN 
DEVELOPMENT BANK 


/S. 

JDES^ 

miAN ‘W 


BNDES 

THE PASSWORD 
TO BRAZIL. 

THE NEW LAND 
OF OPPORTUNITY. 

mean that BNDES can provide all the support you 
need for profitable investment in Brazil. In addition, 
BNDES is responsible for the government's National 
Privatization Program, which offers a wide range of 
options for good investments. With BNDES at your 
side you’ll discover that Brazil is more than a 
growing country, it is the new land of opportunity. 



IT'S TIME FOR BRAZIL 


http://www.bndes.gov.br 1 AV. REPUBLICA DO CHILE. 100 CEP 20,139-900 RIO DE JANEIRO - RJ - BRAZIL. 
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Ready to play a bigger role in international affairs 


If the Real plan 
succeeds, Brazil 
may assume a 
greater voice in 
world affairs 

The former British foreign 
secretary Douglas Hurd used 
to claim that Britain 
“punched above its weight" 
in international affairs. 
While there may be room for 
debate on that subject, few 
would disagree that Brazil's 
weight in international 
affairs has not reflected the 
size and importance of the 
country. 

There are a number of his- 
torical reasons why f fr i p 
should be so. 

The Brazilian economy, 
despite the country's geo- 
graphical size, was smaller 
than Argentina's for the first 
hal f of the century. 

There followed a period of 
economic and political intro- 
spection, Including 20 years 
of military rule until 1984. 

The economy was closed 
to international trade and 
relatively speaking remains 
so, in spite of recent reduc- 
tions in barriers to trade anti 
the Mercosur customs nninn 

Moreover, the economic 
instability and high inflation 
that characterised the coun- 


try. at least until 1994. dis- 
qualified it from offering eco- 
nomic or political leadership 
even in South America. 

The prospect for stability 
offered by the Rea] anti-in- 
flation plan suggests that 
may change. If it succeeds. 
Brazil can be expected to 
assume a greater voice in 
Internationa] and regional 
affairs. 

Luiz Felipe Lampreia, Bra- 
zil's foreign minis ter, says 
Brazil is now “a country 
that's in the mainstream of 
international behaviour”. As 
a result he says: "We are 
more assertive and more 
self-confident than we were 
in the past” 

However, Brazil remains 
“careful in being non-inter- 
ventionist and not to pose as 
a spokesman far Latin Amer- 
ica”. 

As a result, the govern- 
ment feels justified in rais- 
ing once more the long-cher- 
ished dream of a permanent 
seat on the UN Security 
CoundL 

One important vehicle for 
Brazilian leadership has 
been Mercosur, the trade 
grouping xt formed together 
with Argentina. Paraguay 
and Uruguay in 199a Since 
then, Chile and Bolivia have 
come an board as associate 
members and discussions 


VENEZUELA FRONTIER » by Raymond Colrtt 


Fresh links 
begin 
to emerge 


Decades of 
protectionism 
and isolation 
are beginning 
to crumble 

Thousands of kilometres 
from Brasilia, the capital, in 
the country’s northern 
Roraima state, many Brazil- 
ians increasingly see 
brighter prospects for their 
economic growth across the 
border in neighbouring 
Venezuela. 

For decades, each coun- 
try's nationalist and central- 
ised economic development 
strategies ended at the com- 
mon border. Roads, tele- 
phone lines, and other com- 
munication links came to an 
abrupt halt Trade was fos- 
tered elsewhere. 

While Venezuela looked 
northward to the US and its 
neighbours. Brazil looked at 
first inward and later to its 
Mercosur partners. 

Now energy and transport 
links are beginning to 
emerge and decades of pro- 
tectionism and isolation are 
beginning to crumble. 

To a large extent geogra- 
phy is the underlying reason 
for the the trade rapproche- 
ment Brazil’s north-western 
Roraima and Amazon states 
are for closer to Venezuela's 
urban and industrial centres 
than to Brazil's. 

"The trade opportunities 
of Roraima with Venezuela 
and the Caribbean are much 
bigger than those with the 
rest of Brazil," says Salomdo 
Cruz, congressman for the 
state of Roraima. Such orien- 
tation, he adds, was 
reinforced with the comple- 
tion of a paved road to Ciu- 
dad Guayana across the bor- 
der in Venezuela, while the 
road south to Manaus -Ro- 
raima’s link with the rest of 
Brazil - is not yet complete. 

Eager to expand the 
emerging industries of Boa 
Vista, the capital of 
Roraima, the region has 
been especially eager to tap 
Venezuela’s surplus capacity 
of hydroelectricity. The 
reach of Brazil’s own mas- 
sive source of hydroelectrio- 
ity ends further south, and 
bringing in fuel to tun a 

thermoelectric plant is not 
cost-effective in the long 
run. As a result, Brazil’s 
Electronorte and Venezue- 
la’s Electriffcacidn del 
Caroni fEdelca), a subsidiary 
of the state-owned industrial 
holding company CVG, 
signed an agreement to con- 
struct a 700km transmission 
Iin$, from the recently inau- 
gurated Macagua □ hydro- 
electric plant along the 
Caroni river to Boa Vista. 

The power line is to be 
inaugurated by the end of 
1998 and will provide some 
200MW at a cost of $26 per 
MWh during the first 10 
years of the contract and $28 
per MWh during the remain- 
ing 10 years. 

“I have always said South 
American integration cannot 
be limited to commerce. It Is 
based an a tripod made up of 
free trade, energy integra- 
tion and physical intercon- 
nection," said Brazilian Pres- 
ident Fernando Henrique 


«t,v. 


Cardoso at a bilateral sum- 
mit with Venezuela's presi- 
dent Rafael Caldera earlier 
this year in Boa Vista. 
Recent integration efforts 
are largely attributed to 
personal friendship ami com- 
mitment of the two presi- 
dents. 

The newly paved road 
linking Ciudad Guayana 
with Boa Vista is soon to be 
extended to Manaus. 

“We see considerable 
export potential to Vene- 
zuela once the road is com- 
pleted,” says Jose Osvaldo. 
administrative superinten 
dent with the Manaus Free 
Trade Zona. Currently only a 
fraction of the state’s esti- 
mated $140m exports go to 
Venezuela because of the 
poor transport links, he says. 
The free trade zone, pro- 
duces principally electronics 
watches, and motorcycles. 

The recent rapprochement 
between the two border 
areas, some analysts say, is 
a reflection of Brasilia’s real- 
isation that centralised 
development has not pro- 
vided results. “It is simply a 
recognition of our geo- 
graphic reality,” says one 
Brazilian diplomat 
Yet politicians envision 
more than just border trade 
“Venezuela is crucial to Bra- 
zil in general. We don’t want 
the relationship to be 
restricted to northern Bra- 
zil,” says Luiz Felipe Lam- 
preia, Brazil's foreign minis- 
ter. “Venezuela is qua of the 
richest countries in the 
world in terms of oil and gas 
and we want to strengthen 
our partnership with tt" 
Indeed, Brazil has dramat- 
ically increased its imports 
of oil and its derivatives 
from Venezuela to close to 
$lbn in 1997, replacing Saudi 
Arabia as the second-largest 
supplier of oil after Argen- 
tina. “It is part of our energy 
policy to rely more heavily 
on regional suppliers," says 
Joel Mendes Rennd, presi- 
dent of Petrobras. “ 

With Brazil’s drive to 
achieve energy self-suffi- 
ciency, such imports may 
drop off in a few years. But 
according to Mr Lampreia 
the new trade links ar# per- 
manent. Roads, joint ven- 
tures! energy imports, and 
increasing investment and 
trade “are a very important 
foundation" on which future 
trade will be built, he 
argues. 

The likelihood of a trade 
agreement in 1998 between 
the two trade blocks Merco- 
sur and the Andean commu- 
nity, of which Brazil and 
Venezuela, respectively, are 
members, further heightens 
the prospects of growing 
bilateral trade. Brazil has 
been pushing the trade talks 
between the two trade 
blocks, saying it will not 
renew its bilateral trade 
agreements with either of 
the Andean Pact countries 
beyond December 1997. 

“We believe that this rap- 
prochement with Venezuela 
is one.of the most important 
developments of the 1990s," 
says Mr L a m p r eia. “We don't 
think this is a passing fea- 
ture of President Caldera's 
or President Cardoso's ten- 
ure.” 
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are under way for an associ- 
ation with the Andean Com- 
munity that would bring In 
the rest of Spanish-speaking 
South America. 

Mercosur has been contro- 
versial While it has locked 
Brazil into lowering tariffs 
since 1990, it has been 
accused by trade economists 
of diverting trade. 

Certainly, aspects of the 
trade arrangements, such as 
the vehicle accord, have 
come under particularly 

strong attack. 

Furthermore, while it calls 
itself a customs union, it 
patently is not yet and there 
are many practical obstacles 
to free trade within the 
region -such as obstructive 
border officials. 

The grouping also 
prompted nervousness last 
month when ft raised the 
common external tariff on 
imports by 3 percentage 
points to about 15 per cent. 

But the grouping has a 
political dimension too, and 
brings together countries 
that were formerly antago- 
nistic. A military coup 
attempt in Paraguay was 
effectively foiled after Brazil- 
ian and Argentine officials 
made It plain that a military- 
led government would be 
expelled immediately from 
Mercosur. 



Mmasur's political (fimension: presidents at the June summit in Aswdon. Paraguay Prom toft): 
Sonclwz do Lozada of Bofivta; Cardoso of Brad; Wasmosy of Paraguay; Menem of Argentina; 
Sanguinetti of Uruguay, and Fral of ChBe 


Indeed, Brazilian officials 
talk more than they did of 
deepening Mercosur as well 
as broadening it. Yet this 
process will sot be easy, par- 
ticularly given the lack of 
supranational institutions to 
drive forward the project 
when political will slackens. 
Moreover, a deeper Mercosur 
is also likely to require a 


greats' economic coordina- 
tion than is conceivable 
today. 

There are also centrifugal 
forces. Although Paraguay is 
economically not central to 
Mercosur, the trade group- 
ing is not popular there and 
it represents a potential 
obstacle. 

However, another poten- 


tial threat to Mercosur - that 
South American countries 
would be tempted to join the 
North American Free Trade 

Agreement with the US, 
Canada and Mexico - re- 
ceded last month with the 
failure of US President Bill 
Clinton to obtain fast Lrack 
negotiating authority from 
Congress. 


This also reduced the like- 
lihood of any rapid move- 
ment towards the Free Trade 
Area of the Americas, to 
which leaders from the 
Americas, apart from Cuba, 
committed themselves at a 
1994 summit in Miami. When 
the leaders next get together 
in Santiago in April, Brazil's 
misgivings about a rapid 
move towards lower tariffs 
in the western hemisphere 
are likely to have more 
weight 

“We are not interested in 
going into an FTAA without 
two things being spelt out." 
says Mr Lampreia. speaking 
before Mr Clinton withdrew 
his last track proposal last 
month. “First, what are we 
going to get for it? Preferen- 
tial access to the biggest 
market in the world is a 
thing to be desired but it 
remains to be seen what 
kind of access we win have." 
Brazilian steel, textiles, 
leather goods and orange 
juice were all Important 
products that had difficulties 
entering the 1>S market. 

“Second, we are fully 
aware of the fact that the 
Brazilian economy for the 
moment is not strong 
enough to go nnr on one on 
a level playing field with the 
US. It would be devastating." 
Some Brazilian industries 


would need strung tariff pro 
tection and that would have 
to be nogutfati-rt. lie said 

Nonetheless, as a lunger 
term objective. Brazilian offi- 
cials say an FTAA ls desir- 
able. Furthermore. US-Bra- 
zilinn relations received a 
boost [rum the October visit 
of President Clinton, when 
be emphasised that the US 
was not antagonist iu 

towards Mercosur. Following 
the visit. President Fernando 
Henrique Cardoso said- 
“Now we haw with the 
Americans an adult kind of 
relationship.” 

Brazil has attempted how 
ever to keep its intem.iciur.ai 
relations balanced. "We are 
trying to keep our presence 
across the world in an i-qui 
librium.” Mr Cardu:*) .said. 

Chie aspect of the: is a pos- 
sible free trade accord 
between Mercosur and the 
European Union. However, 
some Brazilians note that 
there is an element u! com- 
petition with the t-K amt 
that Ku rope's eagerness tu 
talk free trade mi - nr. t>» 
move tu direct proportion 
with Washington’s. Further- 
more. any agreement desiriil 
by Mercosur would have to 
include agriculture - and 
that would imply significant 
reform to the EL" s (‘enuneii 
Agricultural Policy 


Pactual: 

expertise in Brazil 


Securities Sales 
and Trading 

• Best in the equity 
execution category in 
Brazil in the Latin 
American Brokers Survey 
published by Global 
Investor (March '91 
edition). 

Asset Management 

• Two of the highest rated long term 
offshore funds in the world for the 12 
months ended September 1997, according 
to BusinessWeek (November '97 edition): 
Pactual Eternity and Pactual Infinity. 

• The Brazilian fund with the best Sharpe 
ratio, for the 6 months ended September 
1997, among the fixed income firnds with 
medium and large assets, according to 
Anbid, the Brazilian Association of 
Investment Banks: Pactual High Yield 90. 

• The most profitable offshore fixed income 
fund for the 6 and 12 months periods 
ended June 1997 among the 128 offshore 
investment funds with investments in 
Brazil ranked by Exame, the leading 
Brazilian business magazine (August ‘97 
edition - Investment Funds Guide): 

Pactual Orbit A. 

Corporate Finance 

•M&A and financial restructuring advisor in 
Brazil with clients including Cie. Louis 
Dreyfus, Bunge International, Varig, Lacta, 
BCN and Mesbla. 

•Participation in approximately US$ 6 billion 
of equity and debt underwritten since 1993, in 
the capital markets for Brazilian customers. 



on its 
way to 
Mercosur 


Your choice for investments in Mercosur. 


Mm 


•RitdeJlM&tt -SawPaoktt * New York; ■ London: -SutbgK -Buenos Aires; 

5521 514-9600 551125941309 212702-4100 171896-5400 562638-5545 54131241841 

www4Mctmlxw1n.hr 
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i kANSPORT * by Richard Cowper 


Stuff of dreams - and nightmares 


PROFILE 


Port of Santos 




Brazil’s sell-off 
programme is 
transforming 
roads, ports 
and railways 

Moving people and freight 
across the Latin American 
giant of Brazil can be the 
stuff of dreams - or the 
cause of nightmares. 

Brazil, with 160m inhabit- 
ants. has the world’s biggest 
river system and about a 
quarter of the world's pri- 
mary rain forest - Largely 
impenetrable for an area the 
size of Europe. Sao Paulo is 
the world's third-Iargest city, 
with more tower blocks and 
a denser population than 
New York - and longer traf- 
fic jams than any western 
capital 

The roads outside the 
main cities are often so bad, 
and the driving so frenetic, 
that Brazilians are 10 times 
more likely to die in traffic 
accidents than their counter- 
parts In north America. 
They have the highest death 
rate from motor accidents in 
the world. 

The only positive aspect to 
this is that they have pro- 
duced three Formula One 
motor racing champions: 
Ayrton Senna, Emerson Fit- 
tipaldi and Nelson Piquet. 

One of the roads oat of Sao 
Paulo is a six-lane toll high- 
way, as modem as any else- 
where. But of the 5,700km of 
federal highways in the pov- 
erty-stricken northern state 
of Bahia, “some 40 per cent 
are practically impassable” 
according the Ministry of 
Transport 

Traffic jams in S&o Paulo 
regularly exceed a daily total 
of 150km; investment in inte- 
grated urban mass transit 
systems has been minimal; 
and metro lines re main 
underdeveloped and trains 
largely ignored. Almost 
everyone travels to work by 
bus or car and the cities of 
S&o Paulo and Rio de 
Janeiro are among the most 
polluted in the world. 

£n addition to ferrying the 
inhabitants of the world’s 
sixth most populous country 
to and from work, Brazil's 
transport systems have to 
carry the agricultural crops 
of the world's largest 


exporter of coffee, orange 
juice, iron ore, sugar, fruit 
and chickens - Latin Amer- 
ica's largest exporter of cars 
and soya beans, to mention 
but a few of the products for 
which the country is famous. 
But the cost of moving these 
goods is often expensive due 
to tired railways, potholed 
roads, poor use of river and 
sea transport, and ports with 
equipment and work prac- 
tices so outdated that export- 
ers are frequently driven to 
despair. 

According to Frederico 
Bnssinger, director of the 
port authority of Santos. 
Latin America's largest port, 
just over 18 months ago as 
many as 500 dockworkers 
were occasionally earning 
monthly wages of aboat 
R$30,000 - more than Fern- 
ando Henrique Cardoso, the 
Brazilian president 

The average cost of trans- 
portation has been estimated 
at R$0.O2 per useful km in 
Brazil, compared to RS0.009 
in the US and Canada. But 
all that is rfisngiiig- A late- 
comer to market oriented 
reform, Brazil was slow to 
sign up to the integrated 
capitalist world economy. 
Now, under President Car- 
doso, a former Marxist, Bra- 
zil is selling off or leasing its 
huge and inefficient state 
sector to foreigners and 
locals alike, with all the 
speed and fundamentalist 
gusto of a convert 

According to BNDES, the 
Bank for National Develop- 
ment in the first 10 months 
of this year alone the gov- 
ernment raised $23bn from 
privatisations and conces- 
sions (40 per cent from for- 
eigners) - of which a signifi- 
cant proportion was in 
infrastructure and transport 

BNDES expects to have 
disbursed well over Sllbn in 
1997 to help provide 
long-term finance for this 
transformation, approaching 
last year's total worldwide 
disbursements by the World 
Bank. Of this, $4.3bn is 
expected to go into infra- 
structure (13 per cent into 
urban transport), up from 
fcL72bn last year and just 
$478m in 1994. With match- 
ing investment from the pri- 
vate sector, and the govern- 
ment, investment in 
infrastructure in 1997 is 


Infrastructure 
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likely to exceed $12bn. 

Ivone Hirom Saraiva, 
superintendent of infrastruc- 
ture projects at BNDES. 
says: “Brazil is an the move. 
Roads, rail, ports and elec- 
tricity: the privatisation pro- 
gramme is transforming thp 
country. BNDES hopes to 
spend $6bn next year on 
infrastructure and I have 
projects worth $3 Sbn on my 
books. To help finance our 
lending, we hope to go to the 
bond market again next year 
to raise around $L5bn. This 
year we raised $lbn.” 

Brazil has decided to go 
for a more radical solution 
to its road problems than 
many western countries, 
aiming to create about 
15,000km of self-sustaining 
road sections with revenue 
from turnpike proceeds over 
the next decade. The country 


has a national fleet of 15m 
cars and Llm active trucks 
and nearly 90 per cent of its 
passenger traffic travels by 
road. 

But of 2.6mkm of roads, 
less than 10 per cent are 
paved and according to a 
national road survey carried 
out this year by the Brazil 
National Federation of 
Transport mare than 90 per 
cent of the country's paved 
roads are in a “deficient or 
very poor” condition. 

The reason has been that 
government and state spend- 
ing on roads fallen from 
13. per cent of gross domes- 
tic product in 1988 to just 0.2 
per cent in 1996, during 
which time road traffic more 
than doubled. Only 9,397km 
of new roads were built 
between 1990 and 1995; less 
than half tha 23,628km built 


In the previous five years. 

In the past 12 months, doz- 
ens of road conc es s ion s have 
been signed over to private 
companies by the federal 
government and the states 
in what will be the world's 
biggest road privatisation 
programme. More than 
1,000km or roads have 
already been franchised to 
private initiatives and the 
aim Is to grant aboat 
5£00km by the year 2000. 

Companies are obliged to 
invest agreed amounts in 
road widening, accident 
monitoring, maintenance 
and sign renovation and to 
provide the government with 
a fixed proportion of 
monthly income from toll 
receipts. 

S2o Paulo state is leading 
the way and is in the process 
of awarding an initial 22 con- 
cessions covering 4.800km 
which are expected to bring 
in $30bn in gross revenues 
over 20 years, with conces- 
sionaires investing at least 
$5bn. 

But the nation’s continu- 
ing love affair with the car 
and the open road has not 
hindered the government 
from acting decisively on 
railways. All six brandies of 
Brazil’s 22,000km federal rail- 
way network have been been 
auctioned off in the past two 
years and are now under pri- 
vate management, having 
raised SSbn. The last branch 
was sold for Slim in August. 

There is lucrative business 
to be won. Despite Brazil’s 
enormous size, some 56 per 
cent of freight, including 
bulk cargoes such as soya, is 
carried by truck. In the US. 
where cargoes and distances 
are similar, the figure is 28 
per cent 

Only 9 per cent of the Bra- 
zil’s freight has been carried 
by rail, but it is hoped that a 
mare aggress iv e approach by 
private companies, coupled 
with increased efficiency, 
will raise this to 15 per emit 
in the next five years. 

The network, which 
employed 15Q.000 people 
when it was nationalised in 
1957, is now hearting for a 
staff of 15,000. 

Investment is expected to 
total about S5bn. with the 
government set to earn 
$150m every year from the 
30-year concessionaires. 



i serving 
Brazil's reinvigorated 
econom y . S ep etBu. two 
hours’ drive sooth of Bio de 
Janeiro, is the young " 
pretender with 
highly publicised 
ambitions to become Latin 
America’s largest container 
tenzdnaL 

But Santos - the 
continent’s biggest port 
and until this year a 
g him hiring giant with 
decaying facilities nearly a 
century old and work 
practices to match - has 
Anally woken up to the 
challenge. 

Reform is sweeping 
through the port, which 
lies 72km from S§o Paolo 
and which handles about 30 
ships a day and 38m tonnes 
of cargo a year, worth 
aboat $30bn free on board 
(FOB). 

The port is the world’s 
leading shipping outlet for 
coffee, sugar and orange 
juice. 

Privatisation, 
p !m«m » Hug jwirt handling 
charges, new equipment 
and unproved wort: 
practices seem likely to 
boost Santis's operation 
- which handled 850.000 
container uztits (TBU) in 
1997 -to more than 2m by 
the year 2000. 

This wiB be well In 
excess of Sepetiba’s two 

new iuntajn^ r Iw Tnfaak 

which, when they come on 
stream in 1998, will be able 
to handle a maximum of 
500,00 0 container units 
(TEU) a year. 

Improved 

competitiveness at Santos 
may even unravel hopes for 
a third container terminal 
alSepetiba. 

Fredericn Busstager, 
director of the port 
authority, says: 

“We are in a race, but we 
start way out in poll 
position. Our immediate 
hinterland accounts for 
about 45 per emit of 
Brazil's total gross 
domestic product. 


“We are now giving our 
operation a complete 
•service. 

1 can not see Sepetiba or 
any other port in Latin ” 
America catching us.” 

Not everyone Is so 
. convinced. MrJos6lAlt.de 
Freitas Valle* director of 
Sfto Paolo's Transport 1 
Commission, says: “Even 
after all our efforts and 

threats, Santos is Still one 
of the most incompetent. 
high-priced, badly 
administered ports to the 
world." 

But this judgment fails to 
take into account radical 
changes made in the past 
six months. 

In spite of tremendous 
opposition from unions and 
vested interests and In the 
face of a wave of strikes 
and slowdowns the port 
has: 

• Sacked about 15,000 
dockers whose high wages 
and restrictive practices 
threatened the future of the 
port 

The expected result is a 
saving on labour costs of 
between 20 and 60 per cent; 

• Switched from an 
18-hour day five days a 
week, round-the-clock 
operation, seven days a 


• Reduced port dues from 
87.05 a tonne in January 
1996 to $2.16 now , with a 
plan to cut them to $1-46 by 
May next year; 

• Privatised about 70 per 
cent of the port, selling 16 
concessions to various 
f fli mu i t n utc including 
several foreign companies, 
which have pledged 
minimum investments of 
about $36Qm. 

A new grain terminal has 
already been built and two 
container terminals are 
being modernised. 

The rest of the port will 
be privatised next year. 

• Embarked on plans to 
improve access with a 
tunnel undo* the port - 
estuary, transform a 
military airport into a civil 


one and open a&vw 
six-lane access road 
alongside the part. 

Not &H has been plain 
sailing, however. As -much 
as a month has been lost in 
labour disputes this y«r 
and competition from other 

ports has lost Srotos 
contracts for l-5m 
tonnes of raw sugar and a 
significant votanie of soya 
bean despite an overall 
increase In tonnage of . 
nearly 5 per cent In 1997 
over last year. 

Mr Bnssznger, who has 
negotiated with the unions 
and masterminded the 
privatisation, says: 

“This port has had 
radical surgery. The 
institutional environment 
has been profoundly 
changed. I can assure yon 
we are going to get those 
contracts tack in 
1998. Our handling charges 
for sugar were 848 a tonne 
last year. We hare 
got them down to between 
S22 and Si$ now, and by 
1998 It will be below 812 a 
tonne. 

“Our current port 
handling costs are about 
$550 per container on 
average. Concessionaires 
are contracted to reduce 

their price to $180 or less 
by 1999. They say they will 
hit that well ahead of 
time.” 

The transformation of 
Santos has been one of the 
biggest political and 
structural problems 
that the Brazilian 
export economy has 
faced. 

The nine unions that 
make up the w o r kf o r ce still 
have the capacity 
to make tile difficult, but 
with Sepetfba and 
a host of other Privatised 
ports breathing down their 
necks, they are 
beginning to accept the 
new reality and Santos 
looks dose to getting bade 
tax course. 

Richard Cowper 


¥>u’ve heard 
afat about 
investing in Brazil. 

How about 
discussing it 


in depmP 


At Unibanco our focus is true value added 
and we have where to draw it from because: 

• We maintain ongoing relationships 
with all companies with sales in excess of 
USS 100 million and two-tbirds of the 6.000 
companies operating in Brazil with sales 
betueen USS 10 and USS 100 mURon/armum; 

• We have enjoyed, for over mare than 
thirty years, a strong position among the 
leading wholesale arid investment banking 
firms in Brazil focusing on both, capital 
markets transactions and strategic adtnee; 

• We maintain a fully dedicated team 
of 15 research analysts covering specific 
companies across the key sectors of eco- 
nomic activity; 


• We have consistently provided the full 
range of advisory, financing and execution 
services for both, portfolio and strategic 
investors; 

• We have in place a highly professional 
team of bankers and specialists combining 
domestic and international experience 
with product specific expertise; 

So, if depth is important to you, talk to 
Unibanco first. 

Contacts: 

Sao Paulo - Murilo Kammer or Sergio Zappa, 
(5511)867-1845; 

New York - Edson Silva, (212) 207-9416; 
London - Stephen Rose, (441 71) 638-2600, 
orfodo huiz Pasqual (44171) 621-0965. 


UNIBIXIMCO 


Reach the Top 400,000 
Decision Makers in 
Brazil in a Single Shot 


Whether seeking commentary or in-depth analysis on current events, investors 
and business executives reach for Gazeta Mercantile the most influential 
publication in Brazil and one of the most effective advertising media in the country. « 


arefNiMW 


OCCUPATIONAL flXfUS 

juuirarr 


With a 95% subscriber base, Gazeta Mercandl is considered one of the most 
credible news sources among upper-level managers in Brazil. Policy makers 
and business executives seek out the publication knowing that it provides the 
most insightful analysis on the market 


Fortune Magazine ranked Gazeta 
Mercantil as one of the top seven 
newspapers In the world. 

According to the JBEP*, the 
Brazilian Congress noted Gazeta 

Mercandl as the most trusted 
newspaper in the country. 

The ABAMEC** elected Gazeta 
Mercandl as the No. 1 print media 
outlet for the past six years. 



GAZETA. MERCANTTL NORTH- AMERICA 
Tel: (305) 371.7084 • Fax (305) 371.5419 
E-Mail: Vlevy@gazetamercantil.com.br 
www.gazetamercajQtil.com 


GAZETA MERCANT1L EUROPE 

Tel/Fax: 44 (181) 246-6698 
E-Mail: J.Bassim@btintemet.com 
www. gaze tamercSn til.mcmail.com 
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LIBERALISATION • by Jonathan Wheatley 


Experience was painful 


As well as 



Fbra^i investors are using the car industry as a manufacturing base for domestic and export markets 


stabilising the 
currency, the Real 
Plan has been a 
force for change 

The extent of Brazil’s 
insertion into the global 
economy goes much deeper 
than its proven vulnerability 
to shockwaves emanating 
from Asian capital mm-Vofc 
The removal of trade barri- 
ers and the stability of the 
currency have brought com- 
panies Into competition with 
rivals that could as easily be 
on the other side of the 
world as on the other side of 
town. 

For most, this is a new 
experience. Brazilian indus- 
try was almost completely 
sealed off from foreign com- 
petition until the start of the 
1990s. when trade barriers 
were tom down. The process 
of opening up has been dra- 
matic and swift. 

“There are very few distor- 
tions left,'' says Raul Beer, a 
partner at Price Waterhouse 
in Sfio Paulo. “In 90 per cent 
of its trade. Braze is at least 
as open as its partners, in 
many cases more so.” 

It has been a painful pro- 
cess. Traditional manufac- 
turing industries such as 
textiles and footwear, which 
are both labour and capital 
intensive, have been bit par- 
ticularly hard. Isolated in 
the past both from their 
competitors and from access 
to modern machinery, they 
neither needed nor were able 
to match international levels 
of productivity. Since trade 
barriers fell, both industries 
have suffered heavy closures 
and job losses. 

Bnt while liberalisation 
has exposed the weaknesses 
of many manufacturers, the 
economic stability that fol- 
lowed under the Real Plan 
has released others from the 
tyranny of high inflation. 
The result is that, instead of 
devoting their energies to 
financial engineering and 
wringing profits out of infla- 
tion. companies can mnepry 
trate on the job in band 

“As well as stabilising the 
currency, the Real Plan has 
been a force for change in 
the economy,” says Octavio 
de Barros of Sobeet, a think 


tank looking at multina- 
tional companies and global- 
isation. “Today, companies 
recognise that growth can- 
not be financed through 
inflation and irresponsible 
borrowing. There is a new 
mentality, a search for inter- 
national standards In quality 
and productivity." 

One result ha« been a 
wave of merges and acquisi- 
tions. According to KFMG 
Corporate Finance, the num- 
ber of transaction rose from 
58 in 1992 to 328 last year, 
with 286 recorded to the end 
of September this year. 

For the past five years, the 
most active sector has been 
the food and drink industry, 
where the complexities of 
manufacture and distribu- 
tion in Brazil's continent- 
sized market make a local 
partner essential to new 
entrants. 

Fast catching up is the 
fltianriai sector, which hM 
been marked over the past 
three years by high-profile 
mergers of local banks and 
by the arrival of foreign 
institutions. Consolidation of 
the industry has been helped 
by a government scheme 
known as Proer. providing 
finanra for the costs af merg- 
ers and acquisitions. The 
process is almost complete, 
and the s chem e is being 
wound down. Bnt the finan- 
cial sector Is representative 
of the economy as a whole: 
while the big shocks may be 
over, more restructuring lies 
ahaad. 

“In terms of slimming 
down, there is still a lot to 
be done.” says David Bonce. 


a partner at KFMG in Sfio 
Paulo. “Some banks may 
have lost half their staff in 
the past five years, but their 
operating costs are stiff five 
times the level of banks in 
the DS." 

Nevertheless, the finaprdfli 
sector is one area in which 
Brazilian companies are 
developing strategies beyond 
the country's borders. Banco 
Itad, Brazil's second-biggest 
private sector bank, has 
moved aggressively into 
Argentina’s retail banking 
market Unibanco, the third- 
biggest, has bought a Lon- 
don brokerage to belp 
p-g pnnd its i nves tm ent bank- 
ing business. 

There are isolated exam- 
ples of Brazilian multina- 
tionals in other sectors - the 
construction industry is thp 
most prominent - but for 
most manufacturers, the 
domestic market provides 
ample long-term opportuni- 
ties. 

The same is true of mo6t 
foreign investors. One excep- 
tion is the car industry, 
where Brazil is bang used as 
a manufacturing base for the 
domestic market and for 
export to other countries in 
South America and beyond. 

However, few companies 
investing in Brazil are 
looking beyond the country 
or, at most, its partners in 
the Mercosur trade alliance. 
Argentina, Paraguay and 
Uruguay. 

“Brazil never was and 
never will be an export plat- 
form.” says Mr de Barros at 
Sobeet “Increasing Brazil’s 
exports, particularly of man- 


ufactured goods, is a big 
challenge that should be 
risen to, but without the illu- 
sion that companies will 
Invest here with exporting in 
mind.” 

That foreign manufactur- 
ers view local markets as 
sufficient attraction is clear 
from the amount of direct 
investment riming Into Bra- 
zil. From a little over Sibn a 
year at the start of the 
decade, it rose to $10-3bn last 
year, about $15bn this year 
and, says Mr de Barros. will 
peak at about $20bn in 1996 
and 1999. 

The recent collapse of 
share prices Is bound to 
have some impact on the 
amount of investment next 
year, higher interest rates 
will increase the difficulties 
of companies looking for 
buyers and raise the cost of 
capital to investors, pushing 
acquisition prices down, 
while the threat of recession 
will cause some investments 
to be postponed. 

Nevertheless, those inves- 
tors already convinced of 
Brazil's long-tern potential 
are unlikely to be put off. 
Indeed, most investment is 
by multinational companies 
that are well established in 
the country. According to 
Sobeet, 40 to 45 per cent of 
direct investment this year 
came from multinationals 
already operating in Brazil 
- it says 387 of Fortune mag- 
azine's 500 biggest multina- 
tional companies are pres- 
ent -with 30 to 35 per cent 
absorbed by privatisation 
and 20 to 30 per cent taking 
the form of new entries. 


PRIVATISATION • by Geoff Dyer 

Vital test of confidence 


The programme 
has become the 
main engine for 
generating 
econmic growth 

At 9.32 am on November 4. 
the Brazilian privatisation 
programme, and by exten- 
sion the whole economy, 
seemed to be staring disaster 
in the free. 

The scene was the Sfio 
Paulo stock exchange and 
the occasion the planned pri- 
vatisation of Companhia 
Paulista de Forca e Luz 
(CPFL), one of the state’s 
electricity distribution com- 
panies. With share prices 
collapsing and the currency 
under pressure, the auction 
had become a vital test of 
confidence in the medium- 
term future of the economy. 

Yet. with one minute to go 
before the deadline, not a 
single bid bad been pres- 
ented to the auctioneer. 
State government ministers 
and officials swapped ner- 
vous jokes. Mario Covas, the 
governor, looked on impas- 
sively. 

Five seconds before the 
hammer fell, however, four 
companies rushed forward to 
present their offers. Officials 
sighed with relief. The win- 
ning bid, R$3bn by VBC, a 
consortium of Brazilian com- 
panies. far surpassed ana- 
lysts expectations and was 
in line with their pre-crisis 
forecasts for the auction. 

And to satisfy those scep- 
tics who feared that interna- 
tional investors would steer 
clear of Brazil at present, the 
second place bid of R$2.63bn 
came from Light, the Rio de 
Janeiro company controlled 
by three foreign energy 
groups. Electricity de 
France, AES Corporation 
and Houston Industries of 
the US. “It was a very impor- 
tant signal about bow com- 
panies view the long-term 
outlook for the economy,” 
said Mauro Schneider, chief 
economist at JNG Rarings in 
Sfio Paulo. “The CPFL deal 
helped to reduce worries 
about the country's eco- 
nomic stability,” says a New 
York-based economist 

The benefits of privatisa- 
tion are usually described in 
terms of micro-economics - 


of Improved operational effi- 
ciency, more professional 
management and a more 
rational capital structure. In 
the Brazilian case privatisa- 
tion is being used, arguably 
more than ever before, as an 
instrument of macro-eco- 
nomic policy. 

With the economic crisis 
in Asia threatening to desta- 
bilise Brazil, the role of the 
privatisation programme has 

taken on an even greater 
importance within the gov- 
ernment's economic strat- 
egy. It is the glne that hinds 
the policy together. 

The principal economic 
task of privatisation is to 
reduce the risks associated 
with Brazil's Twin deficits on 
the budget and on the cur- 
rent account On the fiscal 
front, asset sales do not 
solve the underlying prob- 
lem of excessive public 
spending but they can be 
used to stop the stock of gov- 
ernment drift from expand- 
ing while budgetary reforms 
are attempted. 

The willingness of compa- 
nies to pay ever larger pre- 
miums for Rrarilian assets, 
confirmed by the R$S25.5m 
sale In November of EnersuL 
the Mato Grosso do Sul elec- 
tricity company, has led 
economists to predict that 
privatisations will raise 
t90bn for the government by 
200 0. 

The continued interest of 
international investors in 
Brazilian public sector assets 
will also ensure a steady 
flow of reliable, long-term 
capital into the country, 
plugging part of the gap left 
by the current account defi- 
cit. Privatisation reduces the 
economy's dependence on 
fickle, short-term capital. 

These two objectives of 
Brazilian privatisation have 
been much remarked upon. 
What has been less apparent 
until recently has been its 
role In stimulating growth. 
The privatisation pro- 
gramme has become the pri- 
mary wiginp for generating 
economic activity next year. 

With real interest rates of 
more than 35 per cent a year 
and with R$20bn due to be 
taken out of the economy in 
1998 in budget cuts and tax 
increases, industry is suffer- 
ing, especially consumer-re- 
lated sectors which rely on 



Wind powar for rural areas; 
privatisation In tha energy 
•actor is stimulating apandrig 


credit, such as cars and elec- 
trical goods. 

in most countries, such 
austerity measures would 
plunge the economy into a 
deep recession. That this 
outcome is not inevitable in 
Brazil is due to the huge 
investment that privatisa- 
tion is bringing to the econ- 
omy. Privatisations in the 
energy and telecoms sectors 
are setting off a wave of 
spending in related equip- 
ment and infrastructure. For 
instance, having paid 
R$2-65bn for the concession 
to operate cellular phones in 
Sfio Paulo, a consortium led 
by Bell South of the US is 
investing a further $500m in 
setting up its network. With- 
out this boost, the economic 
prospects for 1998 would 
look even more bleak than 
they do now. 

The success of the CPFL 
deal may have answered 
questions about Brazilian 
privatisation in the 
short-term, but there are 
still some doubts about the 


government's ability to keep 
to its ambitious timetable 
without suffering a reduc- 
tion in prices. 

One source of concern 
rests cm the financing side. 
Most of the deals so far have 
used some form of short- 
term bridge financing from a 
small group of banks, often 
with the intention of re-fin- 
ancing the loan m interna- 
tional capital markets at a 
later stage. If bidders con- 
tinue tn pay such high prices 
for assets, the supply of 
ready funds could come 
under some pressure. “Then. 1 
is only so inucb money that 
the credit committees of 
these 1 banks want tn commit 
tn Brazil, especially at the 
moment. " says one adviser 
at an intimatiunal hank. 

The other question is 
whether there will be 
enough willing buyers fur all 
the assets the government 
has put up for sale In the 
telecoms .sector Brazil ts up 
against several other coun- 
tries which are trying to pri- 
vatise thiqr telecoms net- 
works over the next couple 
of years. 

In the energy sector tin* 
competition mil not be so 
stiff, liut Brazil has a long 
list of rumpiinie.s to sell To 
avoid congestion, the federal 
government will need to eu- 
urdinate closely with the 
states, especially Sfio Paulo, 
which is also planning to sell 
Eletropaulo, Us other distrib- 
utor, and CESP. the genera- 
tion company. 

In spite of the success of 
the CPFL deal, some ana- 
lysts believe It is inevitable 
that the economic crisis will 
reduce the proceeds from 
privatisations. For a start, 
domestic bidders now face 
substantially higher borrow- 
ing costs at home, limited 
access to international capi- 
tal markets and lower share 
prices. 

The financing costs could 
also rise for many foreign 
companies, especially if they 
intend to use the target com- 
pany's shares as a guarantee 
for borrowing or if they plan 
to issue bonds to finance the 
acquisition, given the per- 
ceived increase in Brazilian 
risk. The financial market 
turmoil will inevitably take 
some of the gloss off Brazil's 
privatisation drive. 



For 25 years, our group has enjoyed dose ties with 
local partners throughout the South American 
comment. Our partnerships in Brazil began in 1973 
with die formation of * joint exploration venture 
with the Caemi Group. Our first Brazilian 
acquisition - Mineracao Mono Vdho, the oldest 
gold mine in Brazil - was made in association with 
the Moreira Salles Group and later, our partnership 
with the Bozano Simonsen Group enabled us to 
acquire the balance of Mono Vdho and formed the 
basis of an association through which we expanded 
our business over the years. 

Minorco Brasil is now not only the second largest 
domestic producer of gold, but other managed 
interests indude the mining of nickel (Codemin 
and Mono do NtqueO, niobium (Catalao), and a 
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petrochemical operation (Copebras). We also have 
a one-third interest in Aracruz, one of the world’s 
largest producers of bleached eucalyptus pulp. 

We have buih up a highly skilled local management 
and workforce who have also contributed 
significantly to Minorco 's expansion in other 
South American countries. 

Today; Minorco Brasil is an experienced and 
successful long term investor in Brazil and is on the 
threshold of malrmg its hugest yet investment in the 
country. Salobo. a joint venture with CVRD, is a 
copper/gold project in the state of Para which will 
require some US$2 bdHion to bring into production. 
Add to that an annual exploration budget in excess 
of USSDmilliaa and you can see that our faith in 
Brazil s future remains undiminished. 



IF YOU WANT TO KNOW MORE ABOUT 
BRAZIL’S WORTH, CONTACT ITS BEST 
INVESTMENT BANK: BOZANO. SIMONSEN. 
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THE STOCK MARKET * by Richard Cowper 

Investors are worried 



S§o Paulo stock exchange: investors, analysts and brokers hav® got the inters pumkap 

Some Brazilians may also 


A range of factors 
has raised 
concerns and 
exacerbated the 
market’s volatility 

Brazil’s volatile S&o Paulo 
stock exchange (Bo vespa) 
has caught the Asian flu awrf 
some fear that continuing 
problems in the East - nota- 
bly in Japan and South 
Korea - coupled with an 
expected economic slow- 
down in Brazil due to high 
interest rates, could induce a 
more serious illness. 

Strong long-term economic 
fundamentals, a recent par- 
tial speeding up of the pace 
of economic and political 
reform and a firm commit- 
ment to pressing on with 
Brazil’s massive 580bn priva- 
tisation programme, make 
the mid- to long-term out- 
look a more healthy one. 

But for now, not a few 
Investors, analysts and bro- 
kers have got the jitters. 

Trading was suspended at 
least three times last month 
after the market fell by the 
permitted wiayiwinm 10 per 
cent in a day and the Ibov- 
espa index of leading compa- 
nies is now more than 30 per 
cent down on its July high. 

Investors are worried that 
problems with the Japanese 
banking system and the 
South Korean economy will 
continue to have a direct 
negative impact on the main 
Brazilian stock market, 
which as a higher-risk, new- 
ly-emerging market with a 
substantial foreign investor 
presence, is more subject to 
nerves overseas and a flight 
to quality. 

At home, the market is 
also finding reason to be pes- 
simistic. Domestic interest 
rates of 35.4 per cent a year 
threaten to cut Brazil's eco- 
nomic growth to L5 per cent 
or less next year, hitting 
company profits and further 
rebounding on prices for 
equities. 

The need to attract funds 
to cover the high current 
account deficit means the 
government may be trapped 
into keeping interest rates 
high for much longer than it 
would like. 


prefer to switch their money 
out of equities into fixed 
instruments to benefit from 
the high rates. 

Mr Fernando Henrique 
Cardoso, the country’s presi- 
dent, has reacted to the cri- 
sis over the past five weeks 
by staunchly defending the 
Real, introducing an auster- 
ity package of R$20bn in 
budget cuts and getting a big 
civil service reform package 
through the lowo* house of 
congress. But he reluctantly 
implies that events may be 
beyond his control. 

“A lot will depend on 
Japan - whether it can 
reform its banking system 
- and whether Korea can 
reach a deal with the Inter- 
national Monetary Fund," he 
says, urging the US to take a 
more pro-active stance to 
stem the Asian contagion. 

Few would deny that 
short-term investor confi- 
dence in a Brazil market 
where foreign involvement 
represents a substantial 30 
per cent or so of daily turn- 


over has been badly dented. 
When it reached its peak in 
July at 13.617, the Bo vespa 
Index was up 96 per cent up 
on its position of 6,956 on 
January 2. But by November 
13 It had fallen to a low of 
7,612. a fall of 42 per cent 
from its peak. 

In October, foreign inves- 
tors withdrew 5L29bn from 
Brazilian equity markets, 
according to the Brazilian 
securities commission and in 
November the amount is 
likely to have been substan- 
tially greater. In two days 
alone in the first week of 
November, $4-5bn left Bra- 
zil’s capital markets for over- 
seas. 

Jouji Kawassaki, a partner 
at rjifig. the Latin American 
stocimarket analysts , is 
gloomy. “The worst could 
yet he to come. The market 
could easily fall another 10 
per cent this year, though I 
still anticipate it will remain 
ahead of its January posi- 
tion. 

“Returns on emerging 
market funds are eroding at 


a tremendous rate. When 
you see the Brazilian market 
fall 10 per cent in a day that 
leaves investors very ner- 
vous. US mutual fund inves- 
tors are fleeing international 
emerging market stock 
funds." 

Not everyone is so pessi- 
mistic about a market which 
is benefiting from one of the 
world's biggest privatisation 
programmes and is already 
home to 500 listed companies 
worth about $245bn. 

Even at the height of the 
stock market turmoil last 
month, Mr Cardoso pushed 
on with his privatisation 
programme. 

Within days of the col- 
lapse. the state of Sdo Paulo 
sold CPFL, an electricity 
utility, for R$3bn, a premium 
of 70 per cent to the mini- 
mum price. 

Average daily turnover an 
the market has risen from 
just S157m in 1993 to 5394m 
last year and nearly 3800m 
this year. 

Bemardo Parnes, manag- 
ing director of investment 
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banking at Merrill Lynch in 
Sdo Paulo, says: "The Brazil 
economy has not lost 30 per 
cent of its real value in 10 
days. It is absurd. It is an 
over-reaction. Brazil is the 
world’s eighth-largest econ- 
omy. it is getting a flow of 
privatisation assets of 
around 520hn a year. In the 
next decade it is likely to 
spend around S250bn on 
infrastructure. It is 
approaching the same scale 
as China is undergoing 
radical economic surgery 
and political reforms which 
are releasing tremendous 
unrealised value in dozens of 
companies." 

In the past few weeks, Mr 
Cardoso has demonstrated 
his ability to react strongly 
to outside events and put his 
house in order. 

“If you are a serious inves- 
tor you just cannot afford 
not to be here," says Parnes. 

A longer view may give 
substance to Mr Parnes’ 
judgment- Every world car- 
maker has decided it must 
have a significant presence 


in Brazil regardless of cur- 
rent market conditions. A 
week may seem an awfully 
long time in the jittery Bra- 
zilian stock market. But on 
an annual basis the 
long-term trend, even since 
the turmoil erupted in Asia 
and fed through to world 
markets, still appears to be 
up. 

In US dollar terms, the 
Zbovespa index of leading 
companies on the Sio Paulo 
stock exchange made a gain 
of S3 per cent last year and 
towards the end of Novem- 
ber 1997 was still up about 30 
per cent on the beginning of 
this year despite the extreme 
gyratkms. 

ADowing for the 7.5 per 
cent estimated depreciation 
in the Real against the dollar 
for the year and inflation of 
fx5 per cent, that is still a 
real gain erf 16 per cent. One 
of the factors which has 
exacerbated the market’s 
volatility is its concentration 
in a tiny number of shares. 
Telebras, the huge govern- 
ment rn mmimica linns com- 


pany. and Electrobras. the 
government electricity giant, 
account for 59 per cent of the 
market's capitalisation, with 
the top 10 stocks accounting 
for almost 80 per cent. Less 
than 10 new companies 
joined the market in 1997. 
This is likely to improve 
next year when Electrobras 
is broken down Into 13 oper- 
ating companies and the 
telecoms and electricity sec- 
tors are privatised. 

Another spur to market 
volatility has been that 
domestic investors, many of 
whom grew up in the high 
inflation, high interest era of 
the 1980s have tended to be 
rather short-termist, looking 
for big gains in a brier 
period, while the over-the- 
counter market is very small 
due to lack of disclosure and 
visibility. 

In the next few months, 
such investors may switch 
to fixed-income instruments 
to benefit from the high 
interest rates. If pension 
reform goes ahead next year, 
this may be counteracted by 


a larger volume of invest- 
ment taking a long-term 
new. 

Another concern has been 
that the Real is substantially 
overvalued and that hold- 
ings on the stock market 
represent a serious currency 
risk. 

Mr Cardoso has attempt to 
deal with these concerns by 
showing that he will go to 
almost any length to defend 
the country's currency, 
using an estimated $7bn of 
reserves and a s harp 
increase in rates to success- 
fully see off speculators last 
month. Nevertheless, there 
is still a long way to go to 
the end of the year and 
investors on the Brazilian 
market remain extremely 
nervous. As one foreign 
investor put it “Yes, It could 
be rocky In the short term. 
There is a downside risk. If 
there wasn’t, Brazil would 
not be considered an emerg- 
ing market. But then the 
potential for big profits is 
what is going to keep us in 
here." 
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BOMP MARKETS * by Edward Luca 


THE CAR INDUSTRY • by Richard Cowper 


Hardest hit Confidence has been dented 


m recent 
Asian crisis 


The markets view 
Brazil as 

inherently volatile 
but have noted 
positive reforms 


Brazil's treasury officials 
might be forgiven for having 
second thoughts about the 
international bond mar ine 
After having been feted as a 
stellar emerging market per- 
former over the previous 12 
months, Brazil was almost 
overnight transformed into 
“the next domino” during 
the recent turmoil. 

Although the Brazilian 
economy shares few of the 
characteristics of its belea- 
gured south-east Asian coun- 
terparts, the country’s .over- 
seas bonds suffered more 
than most during the recent 
crisis. 

Brazil's C bonds - the 
country’s most liquid Brady 
bond instrument - and its 
30-year global dollar bond 
were among the hardest hit 
by the turmoil with spreads 
widening by up to 200 basis 
points in one trading session 
alone. 

Richard Gray, chief emerg- 
ing market economist at the 
Bank of America in London, 
said that these two instru- 
ments were among the five 
worst affected emerging 
market bonds during the cri- 
sis. 

The other three were the 
30-year dollar bonds of 
Argentina and Mexico and 
Russia's “Frin” bonds. 

“Brazil tends to underper- 
form the market during a 
downturn and outperform it 
during an upturn.” said Mr 
Gray. “The country is to a 
certain extent a victim of its 
own liquidity." 

Bond analysts agree that 
Brazil had partly suffered 
through no fault of its own. 
Brazil's C-bond is by far the 
most liquid emerging market 
instrument and was there- 
fore the most easy for trad- 
ers- -to- offload during the 
worst stages of the panic. . 

By the same token, how- 
ever, the C-bond tends to be 
seen as a barometer of the 
market's recovery and is 
thus equally susceptible to a 
sudden upsurge in senti- 
ment. 

As such, the C-bond was 
one of the first emerging 
market bonds to benefit 
from the announcement of 
the International Monetary 
Fund’s $20bn rescue package 
for South Korea on Novem- 
ber 2L 

Analysts, however, say 
that the country is also 
viewed as inherently volatile 
by the international bond 
markets. "Brazil has such 
huge potential that you {the 
investor] should be long of 
it," said Mr Gray. “But at 
the same time the risks are 
also huge so you ought to be 
short of it." 

Bond markets have, how- 
ever, taken note of positive 
reforms to the Brazilian 
economy including the $20bn 
fiscal reduction package 
announced by the govern- 
ment in November. 

Although Brazil's bond 
prices were slow to react, 
the significance of the 
announcement was not lost 
on most observers. 

“It [the package] strongly 
underlined the differences 
between Brazil and south- 
east Asia,” said one trader. 
“The c oun try is clearly able 
to take the painful economic 
decisions." 

Whether Brazil is able to 
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Car sales fell by 
an estimated 40 
per cent in the 
second half of 
November 


push through its intended 
reform package, bankers 
have little doubt that the 
country will bounce back 
Into tbe primary interna- 
tional bond markets over the 
next few months. 

Top of the list oC expecta- 
tions is a second Brady 
retirement plan. 

Brazil’s debut Brady swap 
programme last May was 
considered a roaring success 
in the global bond markets. 
Its $3bn debut 30-year global 
bond offering was sold out 
within hours of its launch 
- unprecedented tor a sub-in- 
vestment grade offering on 
that scale. 

But the country still 
remains by far the lar pppt 
Brady debtor with almost 
SSObn in outstanding paper. 
And analysts say the recent 
drop in the price of Brazil's 
C-bond, discount bond and 
Par bonds have heightened 
the attraction of making a 
second pitch at a Brady 
retirement operation. 

The fact that the price of 
Brazil's most liquid Brady 
bond has fallen from about 
65 per cent of its face value 
before the crisis to about 74 
per ra»nt in late November 

mnkpg thw case for annthw 

swap compeQingly economic. 

“The markets will be 
receptive to another round 
of Brady retirements once 
the cash-flows have come 
back," said one syndicate 
official at a US investment 
bank in New York. 

In addition, Brazil bas also 
won respect for its euro- tri- 
butary bond whlcb was 
launched in a Drulti-cmrency 
format earlier this year. ■ 

Each tranche had an iden- 
tical maturity and coupon in 
the hope that the Issue 
would trade as one liquid 
bond after the respective 
currencies had been con- 
verted to the euro after mon- 
etary union in January 1999. 

Brazil’s reputation was 
also enhanced by a number 
of corporate issues in lira, 
D-Marks and US dollars over 
the past 18 months. Bench- 
mark issues by companies 
such as Petrobras and Tele- 
bras were particularly well 
traded. 

In the meantime, Eletre 
bras, Brazil's federal power 
utility, recently announced 
plans to come to tbe markets 
with a $6bn securitised bond 
offering in four tranches 
over the next two years. 

The offering, which would 
be Latin America's largest 
corporate securitisation to 
date, would be linked to 
future income from the 
Itaipu hydro-electric damn 
on the Brazflian-Para gua y 
border. 

Officials, at the leading US 
credit rating agencies 
believe that asset-backed 
bonds will become an 
Increasingly popular instru- 
ment of choice for Brazilian 
and other Latin American 
corporates. 

“With the recent volatility, 
many Brazilian companies 
will see the benefits of issu- 
ing securitised deals," said 
an analyst at Duff & Phelps 
in Chicago. 

“It arables sub-investment 
grade companies to achieve 
investment grade ratings 
and access to cheaper and 
less volatile financing than 
in the plain vanilla bond 
markets." 

Whether this transpires or 
not, Brazil will be hoping 
that the plain vanilla bond 
markets will now settle 
down to a lengthy period of 
stability. 


A brass band is playing at 
the edge of as old jungle 
clearing, just a short flight 
away from the city of Sfio 
Paulo, as a host of digni- 
taries gaze admiringly at a 
red znud site for a new $6S0m 
plant that Volkswagen hopes 
will underpin its position as 
Brazil’s leading car producer 
well into the next century. 

But the outward appear- 
ance of bonhomie and faith 
In the future by tbe guests at 
the ground-breaking cere- 
mony, just outside San Jo£e 
do8 Pmhais. hides a growing 
crisis in the country’s car 
sector. Sales of cars in the 
world’s sixth-largest vehicle 
market fell by an estimated 
40 per cent in the second 
half of November, compared 
to the same period in Octo- 
ber, as continuing turmoil 
on world markets dented 
confidence in Brazil and 
raised fears of a sharp slow- 
down. 

“The stock market is spoil- 
ing my party," says a senior 
VW director under his 
breath on hearing that Sdo 
Paulo's Bovespa market 
index is down 9.5 per cent on 
fresh worries over emerging 
markets. 

In the TwnSn VW plant in 
San Bernardo, the working 
week has been cut from six 
or seven days to three as 
stockpiles of the best-selling 
l.OOGcc VW Gol have built up 
to awesome proportions. 

Ford, another of the coun- 
try's leading car makers, 
closed three of its main 
plants for 16 days last 
month , idling production Of 
its award-winning Ka. Ford 
is p lanning to review tbe 
position this week General 
Motors has cut production at 
its Brazil plants by 25 per 
cent or more Of the coun- 
try’s top four producers, 
only Fiat, buoyed by exports 
to Argentina, has avoided 
taking drastic measures. 

Herbert DemeL, president 
of VW*s Brazil operations, 
admi ts that soaring interest 
rates (ever 40 per cent per 
annum) introduced by tbe 
government early last 
month -as a direct conse- 
quence of a series of sharp 
falls in the Brazilian stock 
market and tbe need to 
maintain foreign capital 
inflows to finance the cur- 
rent account deficit - are the 
main culprits. 

“Some 70 per cent of Brazil 
car sales are dependent on 
providing customers with 
cheap credit. These high 
interest rates mean that a 
lot less people can afford to 
buy cars. . . if the market 
turmoil continues and rates 
stay high, some of the big 
manufacturing investments 
that have been announced 
may be scaled bade," said Mr 
DemeL 

The VW chief refuses to be 
drawn on whether plans for 
the new San Jo&e plant, ini- 
tially aimed at producing 
250,000 vehicles by 1999, will 
be slowed down. The present 
crisis was worsened by last 
month’s government deci- 
sion to increase income tax 
by 10 per cent, boost petrol 
sales tax by 6.3 per cent and 
increase the sales tax on 
industrial products. But 
even before those moves, Mr 
Demel was warning of poten- 
tial over-capacity in the 
industry if some $20bn in 
announced investment came 
on stream on schedule 
before the year 2001. 

Just over a month ago, 
Brazil’s car sector was riding 
high on what appeared to be 
a boundless wave of prosper- 
ity and optimism. The 
worldfs eighth-large st 
vehicle producer was con- 
gratulating itself on what it 
expected it to be a record 
year for production, sales 
and investment. Output in 
the first 10 months of the 
year rose to 1.8m vehicles, a 
healthy 18 per cent up on the 
same period in -1996. with an 
end-of-year total anticipated 
at close to ^ nm; more than 
double the 960,044 vehicles 
produced at the beginni n g of 
the decade. 

Exports were up 30 per 
cent from 219,000 vehicles in 
tbe first nine months of last 
year to 285,000 in the same 
period of 1997, with the out- 
come for the whole year fore- 
cast at about 380,000 . 
vehicles; double that of 199L 
As recently as September, 
car analysts were predicting 
that Brazil would overtake 
the UK and Canada In 
vehicle production this year. 

The. auguries seemed 
excellent. Brazil bas a popu- 
lation of 160m and a car 
ownership of just one 
vehicle among 20 people. An 
apparently rapidly growing 
economy was set on a non- 
Inflationary growth path. 
These factors, coupled with 
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the opportunities of a wider 
market in the emerging four- 
nation Mercosur trade 
organisation which groups, 
Brazil. Argentina, Uruguay 
and Paraguay, lured the 
world's leading vehicle man- 
ufacturers into making a 
series of big investment 
pledges that put Brazil ou 
the front line of tbe new 
world car market along with 
China. 

Among foreign car makers 
who have pledged new 
investment are: 

• Volkswagen and Audi 
who held a ground-breaking 
ceremony in November for a 
$650m plant to produce the 
Audi A3, the new Golf and 
Passat Production will come 
on stream in 1999, rising to a 
total of 250.000 units. 

• Peugeot-CltroBn 
announced in October it will 
build a 5650m plant in Rio de 
Janeiro state to produce 
70000 cars. 

• Ford announced in Octo- 
ber it would build an $800m 
plant in the south of the 
country. This brings its 
pledged commitments over 
the next few years to mare 
than $2bn. It has already 


started producing the Ka. its 
new star entrant on the 
world car scene, in Brazil. 

• Honda became the first 
new car maker for 21 years 
in Brazil to produce vehicles 
when it inaugurated a $100m 
plant in October to eventu- 
ally make 50,000 Civic Sedan 
vehicles in the south-eastern 
municipality of Sumare, 
110km west of the city of Sdo 
Paulo. 

• Asian Motors held a 
ground-breaking ceremony 
in August for a 5500m plant 
in the north-eastern state of 
Bahia. The plant is expected 
to produce 60,000 units a 
year, more than half of them 
a light commercial vehicle, 
when it comes on stream in 
late 1990. 

• General Motors 
announced in June it would 
build a 3600m plant at Graza- 
tai in Rio Grande do Sul 
state for a car believed to be 
a stripped-down Corsa. It 
hopes to tgp the market for 
cars with engines up to 
l.OOOcc. Production is expec- 
ted to start in 1999. 

• Merced es-Benz 
announced in July it is to set 
up a 70,000-unit capacity 


5-J00m plant in the state of 
Minas Gerais to build its 
A -class model sub-compact 
car, The plant is due to come 
on stream in 1999. 

• Renault announced last 
year it would build a 5960m 
plant near Curitiba in Par- 
ana state, to build the 
Megane. Production capacity 
is expected to be 120,000 
vehicles a year. 

• Chrysler said in August 
1996 that it would build a 
new assembly plant at a cost 
of S3 15m to produce the 
Dakota compact pick-up 
launched last year in the US. 
Production should start in 
1998 with 12.000 vehicles a 
year, increasing to -10J300. 

Other reasons why the car- 
makers are quick to 
announce expansion plans 
include fears of being left 
out at a time of big tax 
breaks for setting up in Bra- 
zil: a desire to benefit from a 
still highly protected mar- 
ket; and the fact that domes- 
tic producers can impart a 
given volume of cars with- 
out paying the usual 70 per 
cent car import tariff. 

If all these investments 
come on stream as planned. 



Sio Paulo traffic jam: Brazil has a population of IStkn and an 
avarago car ownership of one vehicle tar every 10 people unv 


Brazil would produce 3m 
vehicles a year by 20U1. cata- 
pulting it into fourth place 
behind the US. Japan and 
Germany. Brazil’s vehicle 
output will reach a record of 
nearly 2.1m vehicles this 
year, but high interest rates 
and fears of an economic 
slowdown mean that in 1998 
output could well drift sig- 
nificantly lower. It would be 
surprising if many vehicle 
manufacturers did not soon 
start to undertake a serious 
review of their Investment 
plans. 


Hint does not ttu-.iu that 
in the longer term the pros 
peels are uot bright. As Mr 
Dtuiel puts it: “Even we may 
have to live with overcapac- 
ity. So it is no point com- 
plaining- After all. Brazil ls 
an emerging market and you 
have to expect higher risks 
far greater opportunities." 

If only half the new plants 
are built, the country will be 
on the way to becoming a 
sizeable competitor in the 
world car industry and that 
is why no one wants to be 
left out. 
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THE COFFEE INDUSTRY* by Richard Cowpar 


El Nino could prove beneficial 



Copacabana: a tropical downpour caused by E3 Nino washed away pat of Rio’s famous beach neiwy 


tries such as Indonesia are 


The agricultural 
sector may find 
that it is an ill 
wind that blows 
nobody any good 

In the volatile world of 
international commodity 
trade, one country's agricul- 
tural disaster can be anoth- 
er’s golden opportunity. 

Brazilian agronomists, 
traders and farmers are 
praying that the El Nino 
phenomenon win leave them 
largely unscathed so they 
can benefit from higher 
worldwide prices and 
demand for Brazil’s array of 
agricultural export crops. 

El Nifio (Spanish for 
Christ Child and SO nampri 
because it tends to reach its 
height around Christmas) is 
a highly de s tr u c tiv e meteo- 
rological event which occurs 
an average every five years 
and is caused by the abnor- 
mal warming of the eastern 
tropical Pacific which dis- 
„rupts the region’s weather 
pattern. 

In the past four months it 
Has ^brought a pit* of 
typhoons, floods, fire and 
drought to different parts of 
the globe. And it is expected 
to curtail or disrupt output 
for the next six months Grom 
a number of Brazil’s interna- 
tional competitors In com- 
modities such as coffee, 
soya, cocoa, palm oil and 
sugar. 

Forest fires may have cov- 
ered the Amazonian capital 
of Manaus in a pall of smoke 
in the past few months, 
while a huge tropical down- 
pour caused by El Nifio 
washed away part of Rio de 
Janeiro’s famous yellow 
sand Copacabana beach in 
October.} But so for Brazil’s 
main agricultural export 
commodities seem to have 
been largely unaffected. 

Contrary to popular fears, 
the three latest El Nifio com- 
puter weather models sug- 
gest that Brazil's leading 
export and grain crops may 
escape lightly over the next 
few months - when El 
Nino's impact is forecast to 
reach its peak - compared to 
some countries in Asia, and 
Latin American neig hbours 
such as Peru. 

There are worries that a 


drought may strike the 
north-east to the detriment 
of one of the country's poor- 
est farming regions, but this 
part of Brazil is responsible 
for just 4-5 per cent of agri- 
cultural output and the main 
export crops are located in 
the south, centre and east, 
where it is predicted that El 
Nlflo may even prove benefi- 
cial by evening out the rain- 
fall pattern. 

Among those who hope to 
benefit from the misery of 
some overseas competitors 
are the estimated 3m Brazil- 
ians dependent, directly or 
indirectly, on the country’s 
coffee sector. Some forecas- 
ters believe Columbia, the 
world’s second-largest coffee 
exporter after Brazil, may be 
hit by abnormally dry 
weather over the next three 
months and this could 
reduce its prized Arabics 
crop. 

Other central American 
coffee producers may also be 
affected while, on the other 
side of the globe, Indonesia 
- the world's third-largest 
producer -is being ravaged 
by drought and forest fires 
and its crop is expected to be 
30 per cent down on last 
year. 

World coffee prices -very 
high in the first half of this 
year because of a shortfall in 
supply caused by earlier 
drought and frost in Brazil 
-were forecast to fall sub- 
stantially later In the year, 
and next year, as the Brazil- 
ian crop recovered and 
entered the most productive 
year of its 24-month growing 
cycle. 

Record Brazilian output of 
about 3Sm 60kg bags (2.1m 


tonnes) for the 1398-99 sea- 
son is still being anticipated 
by most experts, up from 
22m In the 1997-98 season. 
With world production out- 
side Brazil likely to be lower 
than expected because of El 
Nifio, prices may remain 
firmer than some have pre- 
dicted. to the great benefit of 
Brazil. 

This year’s poor Brazilian 
crop meant that on May 30 
prices of expensive Arabics 
coffees reached a peak of 
$3.18 a pound in New York, 
the highest price ever 
at tain ed on a market not 
influenced by extreme 
weather conditions such as 
frost or drought But by the 
middle of November the 
price had drifted down to 
$L52 a pound. 

In tho RnwiHiin business 
capita] of Sao Paulo. Michael 
McDougall, director of inter- 
national futures at Firmat, 
the US-Btazilian cnmninriity 
brokers, said: “Prices are 
still on their way down. But 
because world stocks are low 
and there have been crop 
problems arising from El 
Nifio in countries like Indon- 
esia, I expect prices to find a 
floor In the range of $L30 to 
$1.20. " 

World cocoa output is 
already estimated to be 
down 10 per cent due to El 
Nifio and Brazil's famous 
cocoa colonels stand to bene- 
fit from sharply rising 
prices. 

London-based Interna- 
tiona] commodities trader 
ED & F Man says the exist- 
ing world cocoa beans deficit 
could rise to well over 
2 O 0 ftQ 0 tonnes if the worst 
weather predictions in coun- 


ftilfillfld. Cocoa prices have 
already soared to 10-year 

highs. 

Producers of soya beans, 
Brazil's star agricultural 
export performer, are also 
hoping to make some gains 
on file disruptions caused by 
El Nifio. 

Palm oil production in 
Malaysia could be hit by the 
drought in south-east Asia 
and elsewhere fish oil is 
expected to be adversely 
effected. This may boost 
demand and prices far alter- 
natives such as soya bean 
oO, as was the case in previ- 
ous El Nifio years. 

The production and export 
of soya beans, meal and oil 
has been the fastest-growing 
sector in Brazilian agricul- 
ture. Soya bean output for 
the 1997-98 crop year is fore- 
cast to be 285m tnnnes, up 
nearly 10 per cent on output 
of 26m tonnes in 1996.7. 
Exports reached a record 
75m tonnes in 1996-97 to cat- 
apult Brazil into second 
place after the US. 

However, the UN food and 
agriculture organisation 
(FAO) has warned that 
“even a small reduction" in 
grain harvests could lead to 
“sharp price rises". 

It is not only Brazilian 
soya bean and coffee barons 
who have broad gmfles 0Q 
their faces. The success of 
the country’s agriculture 
exports sector in 1997 (world- 
beating sales of mange juice, 
raw sugar and chickens) 
may have helped to save 
President Henrique Car- 
doso’s fiscal position. Soar- 
ing industrial Imports are 
expected to lead to a trade 


deficit of about SlObn and a 
current account deficit of 
more than S30bn to 1997. 

Without the positive con- 
tribution of this year's esti- 
mated SSbn-STtm agricultural 
trade surplus, the current 
account deficit may have 
become close to unsustaina- 
ble. possibly leading to a cur- 
rency crisis. 

Export commodities are 
not the only area in which 
Brazil’s agricultural sector 
hag marfp strong gains over 
the past few years. 

The sector, upon which 
about 30 per emit of Brazil’s 
160m population depends, is 
no longer crippled by debt or 
dependant on a constant 
stream of government cred- 
its. At its peak in the mid- 
1970s, annual government 
loans to the sector reached 
110 per cent of agricultural 
gro s s domestic product. 

Today, the sector is thriv- 
ing on a system which 
largely finances next year's 
crops from retained earn- 
ings. Credits amount to just 
8 per cent of agricultural 
GDP. 

“When the government 
was forced to start tire down- 
ward credits trend, fa rm er s 
and agricultural economists 
said we would enter a deep, 
dark, hole," says Alexandre 
L Ahoz Mendonpa de Barns, 
an agricultural economist at 
MB Associates, an economic 
consultancy based in Sdo 
Paulo. “But what we did was 
improve productivity. Over- 
all agricultural output is up 
an impressive 40 per cent 
over 1986." 

Brazil's economy has 
gained a reputation among 
developing countries for its 
rapid transition from coun- 
try to town and from agricul- 
ture to industry, bat what 
the past few years have 
shown is that the country’s 
rapidly modernising agricul- 
tural export sector, along 
with agricultural proces s ing, 
may turn out to be the sec- 
tor where in a global econ- 
omy it reaps the greatest 
rewards from a position of 
greatest comparative advan- 
tage. 

With a bit of extra help 
from El Nifio, mare Brazilian 
government economic plan- 
ners may come to appreciate 
this home-grown phenome- 
non. 


Statistics game 
has turned sour 
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Many believe the 
time is ripe to 
take the politics 
out of the coffee 
crop estimate 

The US Department of 
Agriculture used to be 
wide!}' praised for its annual 
estimates of the Brazilian 
coffee crop - the world’s 
largest, accounting for about 
25 per cent of total produc- 
tion - but now it is accused 
of becoming involved in the 
“politicisation" of the global 
coffee industry’s most vital 
economic indicator. 

The normally polite and 
suave Mr Luiz M Havers, a 
well-known planter and pres- 
ident of the Brazilian Rural 
Society formers' association, 
erupts on being asked about 
this year’s USDA coffee esti- 
mate: 

“Hie figure is mendacious. 
Imagine a forecast of 28m 
hags for a crop already har- 
vested that it is now agreed 
could not be more than 24m 
bags and is probably closer 
to 22m." 

The USDA would undoubt- 
edly respond that its esti- 
mate for the 1997-98 crop was 
made without the services of 
its most experienced fore- 
caster, Leon Yallouz, who 
after two decades in the 
business left to set up on his 
own last year. 

It might also point out 
that exporter estimates of 
about 18m bags are liable to 
be equally distant from the 
final outcome which many 
believe is likely to be about 
23m bags. 

The suspicion among 
growers and Brazilian 
exporters is that the US, the 
world's largest importer of 
coffee, may have been 
tempted to err on the high 
side in the hope of keeping 
prices down. Western 
importers and roasters have 
been equally suspicious of 
producer estimates of about 
18m bags which they say 
was simply a ploy to boost 
prices an the world market 

What same refer to as the 
Great Coffee Game is fought 


through the specialist finan- 
cial and commodity press 
and at coffee conferences 
and seminars with the aid of 
a bevy of reports, a few of 
them little more than a 
gleam in a producer or mar- 
ket-maker’s eye. 

Many in the industry 
believe the time is now ripe 
to take the politics out of the 
Brazilian coffee crop esti- 
mate. Mr Francisco Ourique. 
general secretary of Febec. 
the Brazilian coffee export- 
ers’ federation, says: 

“It is time for change. We 
have 18 surveys of the crop 
in existence today, with esti- 
mates regularly ranging by a 
factor of over 20 per cent 
Exporters underestimate 
because they are looking for 
high prices. Importers over- 
estimate for the opposite rea- 
son. Forecasts for 1998-99 
vary from 28m to 40m bags. 
That is a range of 43 per 
cent With no authoritative 
number, each is as valid as 
the other. It is chaos. 

“Farmers, roasters, 
importers. . . no one can plan 
properly. We no longer want 
to be a first world country 
behaving in a Third World 
manner." 

Brazil’s newly-created cof- 


fee policy council, the CDCF 
- made up of 12 members, 
half from the government 
and half from the private 
sector - has this year pro- 
vided the finance far 
Embrapa. a scientific organi- 
sation involved in agricul- 
ture, to set up the technical 
base for a more realistic crop 
estimate. 

By financing a survey of 
the existing planted area and 
asking Embrapa to devise a 
crop model based on a com- 
bination of satellite technol- 
ogy and accurate sampling, 
the CDCP hopes to produce 
two accurate and credible 
crop forecasts a year starting 
next year. The aim is to have 
them accepted by the world 
industry by the year 2000. 

Mr Michael McDougall, 
director of international 
futures at Fimat, the joint 
US -Brazilian commodity bro- 
kers. says he would welcome 
a more accurate figure. But 
the question of "stock sizes" 
may continue to be a politi- 
cal issue, he says. 

Change is in the air, how- 
ever. The CDCP has 
announced it is to regularly 
auction off a certain quan- 
tity of its ageing J2ra bag 
coffee stockpile. 


There is a clock in 
downtown Rio de Janeiro 



...flat has been watching over die city and the Boeotian 
people for the last 100 years. 

It has seen world wars, hnierfafbuious and currency cri- 
ses, dtaq^ggovernmrote and niiliiaiy regimes, stock mar- 
ket cradles and booms, price controls and maxi-devalua- 
tions, overnight asset freezes, foreign debt moratoriums and 
wrimn rtahiltertfon pkirre . 

And like the insurance company that shares Us name, 
it is still licking and watching over the ever chang in g 
face of Brazil. 


The Sol America Oodc is more than a time piece, it is a 
piece of oar time and a constant reminder of the security and 
commitment of die Sol America Group throughout is 102 
year histwy as a leading finandai force in Brazil and now as 
the largest insurance group in latin America. 

Banco Snl America is proud of its herbage and the depth 
of its local knowledge and invites insdtuticaalinvestcjm world- 
wide to talk to us about investments fa Brazil, now -and for 
die next 100 years... 


BANCO SUL AMERICA 

S3o Paolo • Rio de Janeiro • Cayman Islands 

Treasury and Structured Operations • Private Equity • Seal Estate 
Local and Offshore Asset Management 

For farther iafoginaltoa contact ns at 

is. Pres. JnsceOno Kubftscbek 1830 T2 7° 04543-900 SaoPMloSP Brazil • Phone: 55 11 828 1929 • Fan 55 II 820 8703 
E-mail- infoObs3umiLc0m.br • internet httjtfAvwKbsaxonLbr 


The Most Influential 
Brazilian Newspaper 


In English. 
In Your Hands. 
Once A Week. 



Credible, accurate, effective 

An in-depth analysis on Brazilian economic, 
business and finance sectors including stock 
market, M&A, government and legislation, 
trade, banking, commodities, agribusiness 
and company news. 

.. - 
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The Most Inflift tial B ritnhan Neypapep 


Try us free for six weeks. 
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subscription you 
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BALANCO ANUAL ‘97 

i he mom comprehensive 
anual financial report 
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corporations in Brazil 

FREE! 


HSign me up! I'D pay just U.S. 5495.00 tar a one-year sub- 
scription (52 weeks). II l decide not to subscribe. Ill write 'cancer on 
your invoice and return it The 6 free issues are mine to keep without 
any further obligation. 

SUBSCRIBE NOW! 

North America and Asia; 

Tel: 1 (305) 373-2003/371-7090, Fax: 1 (305) 371-5419 

E-Mail: vievy@gazetamercanh1.com.br 

Europe, Middle East and Afriau 

Tel/Fax: 44 (181) 525-0011 

E-Mail: gazetamercantiluk@mcmall.com 

Brazil: 
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THE OIL IHPUgmy* by Raymond Colrtt 


THE ENVIRONMENT • by Raymond Colitt 


Wind of change in 
strategic sector 


Visible and odorous problems 


Foreign 
companies are to 
acquire a stake in 
oil exploration 
and production 


“The petroleum is oars" was 
the nationalistic slogan ^nd 
prevailing attitude that gave 
rise in 1954 to the state 
petroleum company Petro- 
bras, which was to monopo- 
lise ah but petroleum distri- 
bution and become tbe 
country’s largest company. 
According to its -own esti- 
mates It accounts for as 
much as 10 per cent of Bra- 
zil’s GDP. 

Yet even here, in the econ- 
omy’s most strategic sector, 
a wind of change is blowing, 
albeit not as forcefully as in 
other areas. 

For the first thru* in the 
country’s history, foreign 
companies will acquire a 
stake in oil exploration and 
production. 

The reasons fbr opening of 
the oil sector are clear. Only 
55 per cent of fixe economy's 
demand for oil is met by 
domestic production, cur- 
rently at lm barrels a day (b / 
d). Oil imports have caused 
annual trade deficits of 
between $6bn and $libn in 
recent years. 

Joel Mendes Rennd, presi- 
dent of Petrobr&s, admits the 
company initially dragged 
its feet in response to gov- 
ernment pressure to abolish 
its monopoly but insists that 
opposition has now been 
overcome. 

“Petrobr&S COOld main tain 
its monopoly for another 30 
or 40 years but the govern- 
ment decided to open the 
sector to private investment, 
and we realise the benefits 
this win bring." Foreign cap- 
ital and technology, he says, 
will help improve the compa- 
ny's competitiveness and 
output 

Petrobr&s hopes to boost 
its production to about L5m 
b/d by the year 2000, thus 
covering an estimated 80 per 
cent of the country’s oil 
needs. Energy demand is 
expected to grow by 5-6 per 
cent annually. 

The company win invest 
an average of $4.4bn annu- 
ally through the year 2000, 
70 per cent of which is ear- 
marked for exploration and 
production. 

Petrobr&s is to generate 
half . of the total investment, 
and finance the rest with 
new debt The government, 
says Mr Rennd. will reduce 
its share of working capital 
in Petrohr&s from currently 
82 per cent to just over SO 
per cent by selling shares. 
Petrobr&s already has 200,000 
shareholders. Yet Mr Rennd 


ruled out the possibility of 
privatisation. 

A recent cut in the 1988 
investment plan by approxi- 
mately $90ttn as part of the 
package of fiscal austerity 
measures announced by the 
government in mid-Novem- 
ber has redoubled the 
urgency with which Petro- 
hrfs w31 have to turn to for- 
eign capital to meet its pro- 
duction target. 

Backed by a 1985 constitu- 
tional reform and an August 
1997 deregulatory petroleum 
law, Petrobr&s is negotiating 
joint ventures with as many 
as 70 Interested companies 
to develop some of its oil 
fields, many off-shore; 

“We're open to an kinds of 
offers," says Mr Rennd. who 
expects the first contracts to 
he signed by mid-next year 
and to bring foreign invest- 
ment of S3bn to $3£bn by 
200a , 

In a second stage, the 
National Petroleum Agency, 
the regulator called for by 
the August legislation and 
scheduled to begin 
operations in December, is to 
put up for tender ofl explora- 
tion and production licenses, 
for which Petrobr&s would 
compete among other com- 
panies. 

Although Brazil's crude oil 
reserves of 11.6bn barrels do 
not compare with Mexico's 
or Venezuela’s, some of the 
blocks up for tender are as 
much as 300 times larger 
than those In the Gulf of 
Mexico, according to compa- 
nies participating in the irid. 

“There is still a lot to be 
discovered,” says Paulo Kas- 
trup. vice-president at Tex- 
aco Brazil, one of the p *" w r m - 
nies currently in talks with 
Petrobr&s. 

In an attempt to create 
market conditions for future 
competition, the August 
petroleum law galls for the 
e limina tion over three years 
of a s y stem of cross-subsi- 
dies that sought to limit 
inflationary pressure and 
shield consumers from sud- 
den upward price fluctua- 
tions of imported oil. 

Petrobr&s subsidised the 
price of oil at the refinery 
level approximately $4 below 
market level. The most sub- 
sidised products have been 
diesel and automotive alco- 
hol. an alternative, though 
costly, fuel intended to 
reduce dependency . on 
imported oil by producing 
alcohol from sugar cane. 

Subsidies produced a gov- 
ernment debt with Petrobr&s 
. that. totals $6-5bn. According 
to the August legislation, the 
government is to pay off this 
debt but given its precarious 
fiscal situation, many ana- 
lysts consider as much as a 
50 per cent write-off possible. 


Potential Petrobr&s part* 
nets are now waiting for the 
small print to determine eco- 
nomic feasibility. Some com- 
panies consider the tax bur- 
den on capital investment to 
be heavily front-end loaded 
and call for a more profit-ori- 
ented taxation schema They 
hope to obtain tax and tariff 
exemptions similar to those 
currently enjoyed by Petro- 
brfis. 

Although companies are 
likely to be able to freely 
export their share of oil pro- 
duction it is not clear 
whether there may be 
restrictions on the convert- 
ibility of the sales proceeds. 

David Pirret, president of 
Shell Brazil, believes the 
government will realise that 
such restrictions do not pro- 
mote foreign investment. 
“There's a good dialogue and 
we have a common objective 
here -that is to get the oO 
out as tost as possible." 

Another part of Brazil's 
strategy to wean itself from 
costly oil imports is to 
increase natural gas con- 
sumption from the present 
2J> per cent to 12 per cant of 
the country's total energy 
consumption within a 
decade. 

Half of that supply is to be 
imported. A pipeline is 
under construction, to. trans- 
port gas from Bolivia and 
another could be built from 
Argentina. Petrobr&s has a 
34 per cent stake in a joint 
venture to produce 615m 
tonnes a year of liquefied 
gas in Argentina with YFP 
(38 per cent) and Dow Chem- 
JcaJ (28 per cent). 

Petrobr&s has a world-re- 
nowned expertise in deep-sea 
operations and is considered 
to have qualified managers. 
It is, however, less efficient 
than most companies in tin* 
industry. Its sales per 
employee are merely 
$387,000, compared to 
between $771,000 and $L6m 
for those of its rivals. In 
1996, the company registered 
net income of $35 lm on sales 
of $l&8fan. 

“The main risk associated 
with Petrobr&s concerns the 
state-appointed manage- 
ment,” says the Rio de Janei- 
ro-based Investment firm 
Bozano, Simons en in 
report 

“While the technical 
capacity of the company is 
unquestioned, its corporate 
culture seems unsuited to 
the competitive environment 
of the private sector. 


Sao Paulo and 
Rio both face 
enormous 
environmental 
difficulties 


Mfircia Alencar Garcez. an 
analyst with Bozano, Sfcro ari- 
sen. says: “T he opening of 
the oil sector is unlikely to 
he held up," but with a num- 
ber of issues, yet to be 
resolved, “it could well be 
delayed." 
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Continued from Page j. 
reasons over the past two 
yearn but the social scars 
which have prompted so 
much criticism in the past 
have not disappeared. 
Income distribution has 
improved, but is still one of 
.the- most unequal in the 
trorid and crime levels are 
among the worst. ’ - 
-'-..' Although the tax- rate is: 
high,- tbe quality Of services 
provided fry the state is low. 
" Those . Brazilians who can 
afford private health care 
avoW pubBc hospitals like 
the'plagtje-- -- 1 • -• • • • 

The poorly-paid police 
service Js. regularly accused-; 
of violence against citizens. 
Prisons aro often a disgrace. 

When ■;*' briefing docu-- 
ment prepay by-the US , 
embassy Brasilia 

described the public sector 
as suffering from ‘^endamic^ 
corruption, the .bommtexts 
created a political storm in".' 
Brasilia. However; few ord£; 
nary Brazilians de rm fr rr ed 

too much. . ' ^ 

1 .. The high levels df sooriv 
. exclusion and ' the sclerotic? 
-public bureaucracy, that Ja 
the reality for ndffioire.af- 
. Brazilians provide a carica- 
. tore of the worst aspects of 
American capitalism com- 
bined with the defects" of. 

Italian corpmatisim .'. - 

Many erf these failings are 
symbolised, in’ the education 
- system. Education is cen- 
tral to Brazil’s future for 
both humanitarian and eco- 
nomic reasons. - 
: -As .Mr Cardoso said: 

. ^Education is the best way 
pf .improving the distribu- r 
tern of income." 

Ipgreasmg -the .quality Of 
Brazil's workforce is also. 
Vital; to; unlocking theccam- 


try’s ecooomte potential. 

Yet although the c u rre nt 

- government has made con- 
siderable improvements, 
the record Is still poor. The 

..average, time spent, in 
school, is well below other 
Latin American countries* 
let alone developing nation 
, in East Asia. .' .- .*• " 

' •*Ihe illiteracy level is 20 
per cent and nearly 3m chil- 
dren under 14 years -do. not- 
attend schooL . ••• . .. 

■ “We are a* poorly eau-\ 
"• rated country . and we are 

- doing little educating now, 

: which means we. will he 

poorly, educated in the 
future,?- said Jose’ Schehak- 
maru professor 6f economics 
■at the Dnivecsity of Chi- 
-Vc&gO: 

- The education system:' 
' also provides an exagger- 
ated-. example of - the ten- 
dency for. the state- to 
favora- the middle class over 

" tiie poor; The proportion nf 
- GDP- spent- on education is 
. comparable to European 
' countries, -yet while -basic 
'■ primary, education is weak, 

" ; children of many 

/wealthy families receive 
-excellent tuition at free, 
pubhc'tftdvereitiesl ' • ' ' 

- ; All'tbese. issues, would be- 

affected'.by a return to eco- 
nomic instability. Brazil’s _ 
foreign pplicy ambitions 
would be impaired and 
.attention-, fistratted from 
social reform. ; tn : feet, the 
-Impact would be felt; 
strongly throughout the, 
Latin American- economy. 
There Is. therefore,, a lot at 
stake ; ; , over Brazil’ s : 

short- tom economic perfor*. 
mance.; -'-v. - .. • '-.i 

. It WiB be a difficult year; 
-though. The government 
hopes that the expected _, 


slow-down ( wiIl timit the 
econmny^ vutocrabHity by 
•reducing the:' current 
. account deficit. .Forecasts 
for the 1998 external fi nanc-;. 
bag requirement (current 
account' deficit -pit® debt' 
maturities) have fellen from 
: ovte S6(Sm to about $40bh. 

• .HTOtever,; the economy 
tacesv* ^ number: of threats. 
The government’s austere 
economic posixnre will be 
'complicaled by r thd.ix^itical 
j •demands'.' . 6f ..ah', "ejection 

- year. And- if . there Is a new 
; wave of the Asian crisis or 
;a Targe lWaD;Btraet, obrrad-’ 
■' tieh; it wiU come just as the 
• pten from hfeSBnres taken. 

to deal with: the ; previous 

- crisis is bring fctt. .- 

: Moreover,; if 1 investors 

begin tp rsdspecfr that the; 
gmjunTTTtpnl- Qdght Opt for -a 
devaluation ance the riec- 
iiopa is 'si^riy; out of the 

. way, speculators could .try-' 

- and force foe issue; before- 
hand. • ’ :i\ - . ••-. * ; !!•■' ' 

, : Afi foe^; daz^riu .soggtet; 
that thegoveroinfflit cannot 
afford to loo^n. its grip, 
evaa. if thehunkritmihril 
appears ter have died down. 
Prossfire has to.be kts>t,on ; 
Congress to amprove the &- 
cal' ^ refiams flertvm- 

stjate that tire.pofiticfl. wifi 
exists to address foe econo- 
my’s; ' fundamental prob- 

.! Only hy cfawhtrtg the -pnb- 
lic pri-. 

r vote sector savings begin to 
growl Arid tmtil B^aziT can 
reduce: te .heavy ’ need for 
Jcarign savings ‘-to finance: 
growth, it wiU continue to- 
: bewhiplMhftiduring bouts 
rif ma^ vcdatility, etrat if 
they start on the other side; 
xrf the . world whde Brgtil is 
: asleep. u.- ' . .... . 
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While international 
attention has focused on 
Brazil's environmental prob- 
lems in the Amazon, the 
world's largest rain forest, 
most Brazilians are more 
worried about urban ecol- 
ogy. More than 75 per cent or 
the country's 160m people 
live In urban centres. 

The waste water of Itio de 

Janeiro's millions of inhabit- 
ants is still pumped into the 
ocean untreated. At the 
famous Copa cabana and Ipa- 
nema beaches an under-wa- 
ter pipe carries raw sewage 
out into the open sea unno- 
ticed by bathing tourists. 
Elsewhere along the coast 
line, the problem is more vis- 
ible - and odorous. 

More importantly, contam- 
inated drinking water, partly 
the result of leaking sewage 
pipes, causes 70 per cent of 
child deaths, says Alfredo 
Siriris, former environmental 
secretary in Rio de Janeiro, 
who now heads a local envi- 
ronmental advocacy group. 
A project financed by the 
Inter-American Development 
bank is to provide for partial 
water treatment in part of 
the city, he adds. 

In Sfio Paulo, one of the 
largest cities in tbe world, 
solid waste disposal, water 
treatment, and air pollution 
also r epr ese nt colossal envi- 
ronmental problems. 

According to Greenpeace 
in S&o Paulo, each of the 
city's 18m inhabitants pro- 
duces 1kg of rubbish every 
day, much of it landing in 
road-side dumps instead of 


tbe city's landfills. “There is 
no solution in sight for the 
solid waste management 
problem,” says Roberto Kish- 
inaml. executive director of 
Greenpeace m Brazil. 

Combating air pollution in 
tbe city has been only par- 
tially successful. Lead and 
sulphur content in the air 
has fellen dramatically from 
dangerously high levels in 
1980, largely as 9 result of 
improved automotive fuel. 
Yet critical levels of carbon 
monoxide persist and the 
state government has intro- 
duced traffic restrictions. 

Since 1995, vehicles have 
been periodically banned 
from the streets once a 
week, according to the last 
digit of their licence plate 
number. In 1997, the pro- 
gramme was applied fa* a 
total of 14 weeks. 

Alfred Szwarc. technical 
adviser at the S&o Paulo 
state government's environ- 
mental department, says: 
“We reduced carbon monox- 
ide emissions by 20 per cent 
during the traffic restric- 
tions." He admits the restric- 
tions “are by nature inconve- 
nient. Environmental 
solutions cannot only be 
technological; you have to 
change people’s behaviour as 
well." 

Enticed by its fiscal as 
well as environmental bene- 
fits, the city of S&o Paulo 
subsequently began imple- 
menting its own restrictions. 
First-time offenders are 
charged RS100; repeated 
offenders R$200. 

Yet Antonio Fernando Pin- 
heiro, an environmental law- 
yer, says: “It’s all a farce; it 
is an attempt to cover up tbe 
lack of the government’s 
environmental efforts." A 
periodic check of car 
exhaust emissions levels 



Wo de Jwtro: many urban erefcouma B t ri problems w» the mu lt 
of popuMkxi pressures and inadequate pfenning, but hdustriM 
continue to be i wp o wti b ter serious air, soil and water poOution 


would be much more effec- 
tive than restricting per- 
sonal rights, especially when 
there is only inadequate pub- 
lic transportation, be says. 

Mr Pinbeiro and other ana- 
lysts contend there has been 
a decline in the govern- 
ment’s environmental efforts 
since the 19S0s. Mr Sirkis 
points to the shrivelling fed- 
eral funds allocated to the 
environment, and to the 
political rather than techni- 
cal interests of top-level 
environmental officials. 
After subtracting the funds 
that go to cover personnel 
costs and irrigation projects, 
he says, $70m-S8Qm is left to 
invest in envir onm ental pro- 
jects. 

“We need to increase regu- 
lation and inspection," 
admits Eduardo Martins, 
head of the federal environ- 
ment institute Obama). But 
he says that with the cur- 
rent resources, “it is impos- 
sible for us to Implement our 
management plan.” 

City governments, by com- 
parison. are better funded 


and more effective in adopt- 
ing and implementing envi- 
ronmental protection norms, 
argues Mr Sirkis. citing as 
an example a recent refores- 
tation project in Rio. Refo- 
resting 600 acres halted ero- 
sion and subsequent 
landslides and employed 600 
slum-dwellers, those most 
affected by the environmen- 
tal deterioration. 

Many urban environmen- 
tal problems are, indeed, the 
result of popnlation pres- 
sures and inadequate plan- 
ning. he says, but industries 
continue to be responsible 
for serious air, soil, and 
water pollution. 

“Ecological awareness 
increased in the business 
community after the Rio 
Environmental Summit in 
1992.“ says Mr Sirkis, “yet 
companies are still unlikely 
to invest in environmental 
protection unless they have 
to.“ 

“Environmentally safe" 
refrigerators manufactured 
by foreign companies in Bra- 
zil. while no longer using the 


ozone-depleting gas CFC. are 
not using the latest avail- 
able. "eco-friendly" technol- 
ogy as the)* are in Europe or 
the US. says Mr Kishinami. 
And paper pulp exporters 
use blcacb-free technology 
only for those markets 
where it is required, he adds. 

“As long as regulations 
arc lax and enforcement is 
inadequate, there will be 
companies frying to get nut 
of environmental responsi- 
bility," says Joel Korn, presi- 
dent of the American Cham- 
ber of Commerce in Rio. Yet 
he rejects the claim that for- 
eign companies relocate to 
Brazil to escape environmen- 
tal curbs, arguing that often 
they take the lead in estab- 
lishing industry-wide envi- 
ronmental norms. 

But far from the public 
limelight, in Brazil’s remote 
rain forests, many busi- 
nesses. domestic and foreign . 
continue to escape public 
scrutiny and wreak environ- 
mental havoc. 

Mr Robcno Smeraldi with 
the Amazon programme of 
Friends nf the Earth tells of 
numerous lugging compa- 
nies, particularly from Asia, 
that shore up undercapital- 
ised land owners in the 
Amazon region so they can 
obtain rights to targe tracts 
of tropical woods, which are 
harvested without reforest- 
ing. Such companies typi- 
cally bribe officials to have 
generic environmental 
impact studies rubber- 
stamped, he says. 

“We have made conceptual 
progress but that has trans- 
lated into very little concrete 
improvement," he says. In 
the end, urban and rain for- 
est environmental problems 
are very much linked, says 
Mr Smeraldi, "but we often 
fell to see that link." 
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Iriside and outside of this fast-growing market, governments, 
institutions and corporations turn to J.P. Morgan for help with their 
most critical transactions because they know we offer more. 

More access k> capital. More expertise in acquisitions and joint 
ventures. More knowledge of Brazil, based on our longstanding 


presence here. And as always, more of a commitment to putting 
our clients’ interest first. 


For information about how we can put our market leadership to 
work lor you, please call Alfredo Gutierrez, Managing Director, 
at {5S1 1 ) 281-3901 or your local Morgan representative. 
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TOURISM • by Jonathan Wheatley 


Failing to fulfil its potential 


A lack of 
domestic charter 
flights is 
just one 
of the problems 

If tourists were attracted by 
natural and man-made won- 
ders alone, Brazil would 
rank highly among the 
world's most popular holiday 

des tt^iiitfnng- 

Its entire 5,000-mile Atlan- 
tic coast is strewn with spec- 
tacular beaches, most of 
them fringed with coconut 
palms or backed by jungle- 
covered mountains. In the 
Amazon river ami t he 
Pantanal - a vast wetland 
region in the west -it has 
two of the world’s greatest 
ecological reserves. 

The country is dotted with 
colonial cities rich in crumb- 
ling baroque architecture, 
much of it now being 
restored. The cuisine is satis- 
fyingly exotic. The people 


are friendly and hospitable, 
their music is. an enduring 
force in global culture and at 
carnival time the whole 
country -and especially the 
cities of Rio de Janeiro. Sal- 
vador and Recife - shows the 
world how to throw a party. 

Carnivals aside, however, 
the sight of a foreign tourist 
is stiE enough to turn heads 
in most parts of Brazil. Reli- 
able figures are hard to come 
by, but Mario Beni, a consul- 
tant and professor of tour- 
ism at S&o Paulo University, 
reckons the industry gener- 
ated earnings of just $12bn 
last year - of which two- 
thirds came from local tour- 
ists - or about 2J> per cent of 
gross domestic product This 
compares with a worldwide 
average of about 10 per cent 

There are various reasons 
why the industry has not 
fulfilled its potential. Mr 
Beni says South America as 
a whole has suffered from a 
failure to carve out its place 
in the international aviation 


market and break the hege- 
mony of a small number of 
airlines operating high- vol- 
ume routes in Europe and 
the US. 

But domestic factors, 
many of them common to 
the rest of South America, 
have also held Brazil back. 

One is a lack of charter 
flights. Brazil's Civil Avia- 
tion Department, the DAC 
(which, despite its name, is 
controlled by the air force 
ministry), has little interest 
in promoting efficiency. 
High airport charges and 
unhelpful regulations have 
limited charter business in 
Brazil to less than 5 pa* can 
of total air traffic, compared 
with between 45 and 50 per 
cent in Europe and the US. 

The cost of domestic air 
travel comes as a shock to 
many visitors and puts it 
beyond the reach of most 
Brazilians and many foreign 
tourists. Airlines argue that 
they have to pay higher 
operating costs than in 


many countries, including 
inflated airport and fuel 
costs, high Interest rates and 
high employment costs. 

But there is a definite 
reluctance in the Industry to 
compete on price; airlines 
stuff at the idea, preferring 
to focus on quality of ser- 
vice. which is undeniably of 
a high standard. 

Another problem lies in 
the hotel industry. In the US 
and Europe, two-thirds of 
hotel beds are in the one- to 
three-star categories, and 
one third in the four- and 
five-star categories. In Bra- 
zil. this situation is reversed. 
The average overnight rate 
is $180, compared with about 
$100 in the US and $110 in 
Europe. 

But while the quality of 
hotel infra s tr u ct u re is so 
high as to limit the capacity 
for medium and low-cost 
travel, the quality of service 
is low. Too often, says Mr 
Beni, tourists arriving after 
a long transatlantic fli gh t 


will be kept waiting m a 
hotel lobby for three or four 
hours while their rooms are 
prepared. While hotel staff 
are almost invariably 
friendly and eager to please, 
their s^ nr ^ cf| ff | ' T| tP can infu- 
riate foreign visitors. 

Tania Baceler. an econo- 
mist at the University of 
Recife, says this is a cultural 
problem. “Quality of service 
Isn't part of th» Brazilian 
business mentality.' she 
says. "Developers will put all 
their capital into high qual- 
ity buildings, then hire low- 
paid staff and forget to train 
them.” 

Other problems include a 
lack of basic infrastructure: 
such as and water 

supply, outside -and some- 
times within - big urban 
c e n tres This mnanc Brazil Is 
still rich in the remote 
places that attract the hardy 
and adventurous, but cannot 
compete for mid-range tour- 
ists demanding a certain 
level of comfort. 



The average overnight hotel rata b $180, compared wfth about 
$100 hi the US and $110 in Europe tMnu o, 


Comparing Brazil's 
north-east with the Caribbe- 
an-two areas with beauti- 
ful beaches and lots of sun- 
shine-gives an indication 
of Brazil’s lost potential. 
While the whole of Brazil 
attracted about 143m foreign 
tourists last year, the Carib- 
bean pulled in about 19m, 
earning the region some 
S23brj- 

Some efforts are being 
made to catch up. The gov- 


ernment is putting its 
weight behind a programme, 
called Prodetur. to improve 
the north-east's basic infra- 
structure and open the way 
for an expansion of private 
enterprise. 

The programme involves 
investments of $800m. half 
funded by the federal Banco 
do Nordeste and the Inter- 
American Development 
Bank, and half by the nine 
state governments in the 


region. Its projects include, 
expansion of airports, buSd- 
tax and impraving roads- to 
beach areas, sanitation. ^con- 
servation and training. 

- Wort; has begun on the 
kind of resort complexes 
that have given the Carib- 
bean such a lend. Just north 
of Recife is the Guadalupe 
project, a vast area of 
unspoilt beaches and coco- 
nut groves where roads and 
sanitation are being con- 
structed to cater for the 
hotels expected to follow. 

In Bahia. Odebrecht. an 
Industrial group frith Inter- 
ests in constnictkm. petro- 
chemicals and forestry, is 
building the Sauipe project, 
which tt plans to develop 
over 20 years into a tourist 
complex with capacity for 
160,000 visitors. The com- 
pany is putting particular 
emphasis on training. 

Perhaps more significant 
are nationwide efforts by 
Embratur. the government 
tourism agency, to encour- 
age more initiatives at 
municipal level to Improve 
facilities and standards of 
service. 
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AIRLINES » by Arkady Ostrovsky 


Competition is intensifying 


So far, however, 
the airlines have 
been competing 
on service, rather 
than on prices 

A Boeing 747 displaying the 
logos of six airlines pulled 
up in front of Rio’s interna- 
tional airport and the six air- 
line chairmen arrived for a 
ceremony to mark the entry 
of Vang, Brazil's Twain air- 
line, into the Star. Alliance. 

The Alliance is the world’s 
most powerful air club, 
which Includes Lufthansa. 
United Airlines, SAS, Air 
Canada and Thai Airways, 
and the ceremony coincided 
with Vang's 70th anniver- 
sary and an attempt by Fern- 
ando Pinto, its president, to 
6et his debt-ridden airline on 
a new trajectory. 

Until recently, Varig had 
an untroubled dominant 
position in Brazilian avia- 
tion. But as the industry 
heads towards deregulation, 
Varig is beginning to feel the 


heat of competition in both 
the domestic and interna- 
tional markets. The number 
of domestic carriers has 
risen from three to 19 in the 
past eight years. . 

Although the aviation 
industry in Brazil is still for- 
mally regulated by the gov- 
ernment, the regulations are 
loose and offer airlines con- 
siderable freedoms. 

Domestic carriers which 
until 1992 were constrained 
to their region of the coun- 
try are allowed to operate 
nationally, and although the 
Civil Aviation Department 
(DAC) fixes price bands, air- 
lines are free to discount 

So fer. however, the air- 
lines have managed to avoid 
price wars and have been 
competing mainl y on ser- 
vice. rather than on price. 
“It is still mare expensive to 
fly from Rio to the north of 
Brazil than to fly from Rio to 
Miami ," says Eduardo de la 
Pena, an analyst at Bozano 
Simonsen, a Rio de Janeiro 
investment bank. James 


Bruce, an aviation analyst in 
Sdo Paulo, says domestic air 
travel in Brazil can be twice 
as expensive as in the US on 
Similar distanrea - 

This is because flying in 
Brazil is still an exclusive 
m eans of travel rather than 
a mass market and about 70 
per cent of all air travel in 
Brazil is done on business. 

In October. Varig 
announced a 40 per cent dis- 
count on all domestic flights. 
"A new class of travellers is 
entering the market These 
are people who have trav- 
elled by bus or by train. We 
are trying to target this new 
market which could add 13m 
passengers to our present 
volumes." says Mr Pinto. 

Varig is still the largest 
airline in Brazil with 49 per 
cent of the domestic market 
It is followed by Transbrasil 
with 22 per cent and VASP 
with 17 per cent. Varig 
claims people still treat it as 
a national flag carrier. “If 
Varig is doing well, people 
are really proud and happy, 


but if something goes wrong, 
they take it very personally 
and get upset” says Nelson 
de Sampaio Bastes, a Varig 
director. 

Until recently, Brazilians 
have had good reason to be 
upset The airline, which is 
90 per cent owned by its 
employees, has been losing 
money since 2990 and is 
unlikely to make a profit 
this year. With a turnover of 
$3.1Sbn. the aiHinm hac lia- 
bilities of SSLMbn - of which 
$800m is working capital 
debt Half of the company's 
$500m operational profit is 
consumed by servicing this 
debt 

Bat the recent appoint- 
ment of Mr Pinto as presi- 
dent raised hopes for the 
recovery of Varig. Before 
moving to Varig, Mr Pinto 
was head of the Rio Sul 
regional airline, one of Var- 
ig’s most profitable subsid- 
iaries. 

“I am trying to change the 
mind-set of the company and 
explain to our employees 



TAM: an Industry leader with an imp re ssi ve financial record despite Its small size 


that we can’t survive unless 
we change.” Mr Pinto says. 
In order to reduced its debt, 
Varig is selling most of its 
non-core assets. 

The company has already 
sold its catering business 
and ova- the next year it will 
$pln off a chain of hotels, a 
luggage handling service 
and an engine workshop. 
This, Mr Pinto hopes, will 
raise $400m and halve the 
working capital debt. 

As part of its cost-saving 
programme, Varig, which 
employs lfijlOO people, will ■ 
cut 1*200 jobs by the end of 
file year, making a cost sav- 
ing of $140m. 

Varig also hopes that join- 
ing Star Alliance will lift its 
sales abroad. It Is also a 


question of image. "Being 
associated with such compa- 
nies as Lufthansa and 
United Airlines will cer- 
tainly improve Varig’s 
Image," says Mr de la Pena. 
But it will take more than a 
strong image for Varig to 
compete on the domestic 
market with such powerful 
airlines as TAM, VASP and 
TransbrasQ. VASP and TAM 
have aggressive expansion 
policies. Last year, TAM 
took over LAPSA, the 35 
year-old flag carrier of Para- 
guay, while VASP now 
ownes airlines in Bolivia, 
Ecuador and Argentina. 

TAM, a group of Latin 
American airlines built up 
from an air taxi business by 
Rolim Amaru, its founder 


and majority shareholder, 
has a code-sharing agree- 
ment with American Air- 
lines. which will start oper- 
ating next year. Transbrasil 
has a similar arrangement 
with Delta, in spite of TAM's 
relatively small size - it has 
4 per cent of the domestic 
market -it has been hailed 
as an industry leader and its 
shares are in demand. 
Unlike Varig. TAM has lifted 
its profits, from $44m in 1995 
to $57m in 1996. This year, 
profits are expected to rise to 
$70 xxl The group operates in 
90 cities in Latin America 
and carried &8m passengers 
in 1996. It estimates the pas- 
senger volume will reach 5m 
this year. The $580m turn- 
over in 1996 is expected to 


reach $t>5Um in the current 
year. 

But TAM's impressive 
financial record has been 
overshadowed by several 
accidents. The most serious 
was when a TAM Fokker 
F-100 airliner crashed into a 
residential area of SSo Paulo 
last year, killing all 96 pas- 
sengers and crew. . 

Most of TAM's customers 
are business people, who 
value good service and con- 
venient scheduling above 
the price of air tickets. TAM 
concentrates on morning 
and evening flights between 
business centres and charges 
premium prices for enabling 
business people to get back 
home in the evening. 

As part of its service 
Enhancement programme, 
TAM has recently invested 
in Impact, an ultra-modem 
information technology sys- 
tem which reduces the time 
spent on checking in each 
passenger from 58 seconds to 
11 seconds. The time needed 
to check in ail passengers for 
a Fokker F-100 has been cut 
from more than one hour to 
13 minutes. The system is 
part of a project which cost 
the company $2im. 
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Focused on the growing 
opportunities in Brazil 


V 

gasNatural 

Advised Gas Natural, Iberdrola and Piuspetrol on 
the RS622 mitfion acquisition of CEG and R togas 


Advised STET International, In consortium wifri 
Vicunha, Bradesco and Globopar. an the R$250 
million gcquisitioc of tt>e concession tor Band B 
cellular telephone services in Area 9 


Bradesco 

Segues 

Advised Bradesco Seguros on the RS5Q.1 ml lion 
acquisition of Uniao de Seguros 




Compantila 

VUadoRJoDoca 


Advised CVRD on Ihe acquisition of the RFFSA 
central-eastern railway for RS316 million 


OBB 


me EEE 


Advised the Govammant of tire State ol Bahia on the 
valuation, restructuring and sale of COBLBA tor 
R$173bQBon 


Advised the Government ol Ihe State of Rio 
Grande do Sul on the restructuring and valuation 
ol CEEE and toe sale of the resulting distribution 
companies tor R$ai bflfion 


Advising, (trough the ITU, the Brazfflan Mtoistry d 
Corrnrwnic^JaTson toe restructuring ol the lete- 
communtoafionssscior In preparation for priwafeation 


COREL 


Joittt Global Coordinator tor the US$575 million 
International equity issue for COPEL This was the 
largest ever primary issue In Latin America 


Advising toe Federal Government, through 
6NDES, on the restructuring, valuation and sale 
of Betrosid and Fomas 


Project Finance 


O^CBPO 


Advised a consortium led by CBPO on (heir 
successful bid for the Curitiba-Apuearana 
tottroad in Ihe slate of Rarartfi 
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Bradesco. It's more 
than a bank. 

It's a specialist in 

dealing with 

the Brazilian market. 


Brazil is one of the countries preferred by 
investors worldwide and Bradesco is the 
Bank that plays a large part in this story. 
For more than 50 years, it has been the 
financial institution that stimulated the 
growth of people and companies, in the 
city and in the countryside, offering 
credit and simplifying business dealings. 
Today, there are more than 1,900 Branches 
linked on-line and real-time, as well as 
the most complete self-service network. 


A Bank that brings together the 
technology and experience needed to 
know in depth the best opportunities 
available. That's why, when deciding 
to invest in an industrial, agricultural 
or a services country, invest in all of 
them: come to Brazil. Bradesco is your 
guarantee. 
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INSIDE 


Paribas expects 
value in buy-out 


There was little 
surprise In the decision 
by Paribas, the French 
banking group, to 
launch a FFriSJflm 

($4-3bo) buy-out Of the 

minorities in two of its 
most profitable subsid- 
iaries - Cetelem and 
Compagnie Bancaire. 
Rather, many observers 
wondered why Paribas 
had not acted more 
quickly. Andrg Lfivy-Lang (above), group chair- 
man, estimates the move should generate 
FFrlbn of synergies by 1999. page 18 

fle lchma nn returns to finish the Job 

Paul Reichxnann, the rianariian property devel- 
oper who backed the £4 bn ($6.7bn) Canary 
Wharf project in London's docklands, is to 
finish the Job. His development company this 
week announced plans to build the remaining 
two-thirds of the project. Page 22 



•Wl turns its back on gold mining 

After a year-long flirtation with bullion, Mzi 
K humalo, chairman of JCL, South Africa’s first 
black-controlled mining group, has opted to sell 
the bulk of the company's gold assets «nd trans- 
form it into a diversified miner. Page 21 


Volatility hits Hungarian stock market 

The Hungarian stock market has been particu- 
larly volatile in the past month. Budapest's rul- 
ing BUX index was by Car the best performer in 
eastern Europe In the first eight months of the 
year, rising by 105 per cent. But in recent weeks 
it has recorded separate one-day falls of more 
than 12 and 16 per cent Page 38 
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Big Two partners ‘back merger’ JJJff 


By Jbn Ketfy, 

Accountancy Correspondent 


PW and Coopers predict big Yes vote 


Partners at Price Waterhouse 
and Coopers & Lybrand are 
thought to have approved their 
planned merger by a comfort- 
able majority. 

The results of the secret 
global ballots, which closed 
last night, will be published 
early next week, but early 
indications are that there has 
been widespread approval The 
merger would create the 
world’s biggest professional 
services firm. 

The plan, to create a firm 
with 135.000 staff, 0500 part- 
ners and annual revenue in 
excess of S13bn, needs the 
approval both of the partners 
in each constituent national 


firm and of the competition 
authorities In the US, Europe 
and Japan. 

Senior executives in London 
were yesterday preparing to 
make a formal submission to 
the European Commission, an 
indication that they expect 
partner approval with a com- 
fortable majority. 

It is understood that part- 
ners at Coopers’ German firm 
have voted 95 per cent in 
favour of merger, despite wor- 
ries about global strategy. In 
the UK, early voting produced 
just one vote against in the 
first ISO cast 

In the US, Nick Moore, inter- 


national chairman of 

Coopers & Lybrand, was last 
night preparing to tell partners 
the result of the national vote. 
A joint announcement with 
PW is expected next week. 

Each national firm has voted 
according to its own constitu- 
tion. and some are thought to 
have gone against the broad 
trend. It is believed that one 
may have voted down the 
merger in eastern Europe, as 
well as one in Central America 
and one in South America. 

The failure of all the constit- 
uent firms to give approval 
opens up the possibility that 
some will spin off to join the 


global networks of other Inter- 
national Big Six accountancy 
firms. 

But senior executives are 
confident they will now be 
aide to move ahead with gain- 
ing regulatory approval for the 
mergers, although they recog- 
nise there are concerns, partic- 
ularly in Europe. 

The European Commission 
will consider a formal merger 
submission for 30 days before 
deciding whether a fuller 
inquiry is needed. Both firms 
expect it to make a final deci- 
sion in the spring. 

PW and Coopers will use the 
partner vote to try to distance 


their merger from that 
planned by Ernst & Young ami 
KPMG, other Big Six firms. 
They will point to what they 
see as a lack of progress on the 
other merger and suggest it is 
merely a "spoiler" designed to 
derail their own deal. 

The leaders of PW and Coo- 
pers in the UK sought to 
answer regulators' worries 
about their merger by saying 
thoy needed to combine 
resources to compete with the 
rest of the Big Six. 

"To continue to supply the 
assurance services demanded 
by business, regulators and 
the capital markets, we need 
to take action now to ensure 
that we have critical mass tn 
the next century,’* they said in 
a statement. 


Eurotunnel 
agrees deal 
with banks 
on $14.3bn 
restructure 


By Charles Batchelor In 
London and Andrew Jack 
In Paris 


E n ro t mmel yesterday reached 
agreement with Its 174-strong 
banking syndicate to approve 


an £&5bn ($i4Jbn) financial 
restructuring plan after more 
than two years of negotia- 
tions. 

The one outstanding ele- 
ment to be agreed is a deal 
with the French and UK gov- 
ernments over a 34-year exten- 
sion of the Channel tunnel 
operator's concession to 99 
years. 

Robert Malpas, Eurotunnel 
co-chairman, said he was con- 
fident that final agreement on 
the concession would be 
reached before Christmas, fol- 
lowing an offer from the com- 
pany to promote freight traffic 
through the tunneL 

The company was keen to 
emphasise that its financial 
difficulties voe now behind it 
but there have been two previ- 
ous restructurings which were 
also billed as "final”. 

Eurotunnel’s creditor banks 
approved the restructuring 
agreement weD ahead of the 
schedule that many of those 
involved in the talks had 
expected. 

Patrick Ponsolle, Euro- 
tunnel executive chairman, 
said: IS shareholders are to 
gain the full benefit of the 
restructuring, the British and 
French governments should 
now make a final decision on 
the conditions by which the 

concession wifi be extended.” 

E uro tu nn el has not given 


way to government deman d s 
for reductions in basic freight 
charges but it has put forward 
a package to encourage freight 
shipments to Germany, 
including a concession on 
charges, and has also said it 
will make tunnel capacity 
available to new freight opera- 
tors. The deal also includes 
the governments taking a 
share In Eurotunnel's profits 
after 2052. 

The concession extension 
has great symbolic importance 
for shareholders who were 
persuaded to back the 
restructuring on the under- 
standing an extension would 
be agreed. It is not regarded 
as significant by the banks 
because their views are 
swayed by more short-term 
financial projections. 


Agreement with the bank- 
ing syndicate removes the 
threat of Insolvency and dears 
the way for implementing the 
financial reconstruction and 
allocating free warrants to 
shareholders. Eurotunnel 
wtpeds to sign the restructur- 
ing agreement by the end of 
January and to complete the 
restructuring by the end of 
March. 

The restructuring will 
reduce Eurotunnel's annual 
interest charge by about 
£250m from £650m to just over 
£400m. It will allow the com- 
pany to break even tn 2004 
and begin dividend payments 
shortly a ft erw a rds, Mr Malpas 
said. 

The deal, first announced in 
October 1996, includes a £lbn 
debt-for-eqnity swap at 180p 
and a £lbn convertible band 
issue with a conversion price 
of i55p. This will lead tn the 
hawks taking a stake in the 
company of 45.5 per cent 
though this could rise to 61 
per cent depending on share 
price performance and the 
att r activeness of the bond 
issue. 

Euro tunnel’s shares closed 
up 3p at 62p yesterday. 


Strong rise in freight and passenger numbers lifts result 


Lufthansa profits 
up 125% despite 
Asian slowdown 


By Graham Bowtey 
In Frankfort 


Lufthansa, th** German airline, 
increased pre-tax profits by 
125 per cent to DM975m in the 
first nine months of 1997, but 
warned yesterday of a slow- 
down of air traffic to Asia and 
continued losses on its Ger- 
man routes. 

Jftrgen Weber, chief execu- 
tive, said business was helped 
by strong rises in freight and 
passenger numbers, subdued 
costs and a weak D-Mark. 

Lufthansa's strategic links 
with other air carriers - 
extended this week by a new 
bilateral alliance with Singa- 
pore Airlines - were generat- 
ing healthy passenger growth 
and cutting costs by providing 
synergies, he said. The air- 
line’s total revenues Increased 
12.6 per cent to DMi7.1ba 

Investors reacted positively 
to the results, which beat ana- 
lysts' expectations. Lufthansa 
shares Increased DM1-24. or 
4 per cent, to DM32J5 by the 
close of trade in Frankfurt. 
The results are the first since 
the German government sold 
its remaining 37.5 per cent 
stake in the carrier in October. 

The biggest increase in traf- 
fic sales was on routes to and 
ITom North America, where 
revenues grew 24.1 per cant. 
But Lufthansa warned that the 
Asian financial crisis had 
slowed passenger 1 growth in 


the region. "The economic 
problems of some countries in 
south-east Asia have made 
themselves felt in the past two 
months." said Klaus Schlede. 
Lufthansa’s chief financial 
officer. 

"Passenger numbers did not 
grow as fast as in the first half 
of this year. But we did not 
experience an outright slump 
In the region, nor do we expect 
. one in the future." 

Lufthansa vowed to consoli- 
date further Its position in 
south-east Asia following the 
deal with Singapore Airlines 
by seeking links with more 
partners in the region in the 
first half of next year. 

Mr Weber said these would 
be bilateral alliances but he 
hinted that they could eventu- 
ally be incorporated into the 
Star Alliance, the world's big- 
gest airline grouping of which 
Lufthansa is a member. Mr 
Weber said this week's link 
with Singapore Airlines made 
it a "good candidate" for mem- 
bership of the Star Alliance. 

The alliance’s aim Is to help 
member airlines sell seats on 
each other’s flights and to co- 
ordinate ticketing and fre- 
quent flyer programmes. The 
Star Alliance incorporates 
United Airlines of the US, 
Scandinavian Airlines 
Systems, Air Canada, Thai Air- 
ways and Brazil's Varig, as 
well as Lufthansa. 

Analysts say the arrange- 


Disney to open 
second Tokyo 
complex in 2001 


By Christopher Parkes 
In Los Angeles 


Tokyo DisneySea, Walt 
Disney’s third overseas expan- 
sion of its theme park busi- 
ness, will open in late 2001 
under a licensing deal 
announced by the US enter- 
tainment group and Oriental 
Land. 

Apparently undeterred by 
Japan’s economic turmoil. Ori- 
ental chose yesterday to give 
the go-ahead for a project that 
had been in the planning and 
development stage for almost 
six years before a basic agree- 
ment to proceed was reached 
early in 1996. 

Oriental, which operates 
Tokyo Disneyland, the 15-year- 
old attraction rated as one of 
the world's most successful 
crowd-pullers, said It expected 
the Y338bn (S2.6bn) ocean- 
themed park to draw 10m 
visitors a year. 

The new park will share 
some parking, administrative 
and "backstage” facilities with 
the adjacent Disneyland. 
Together, they are forecast to 
attract annual crowds of 25m. 

It will employ about 8,000 
people, bringing the area's 
tally of Disney “cast members" 
to 21,000. 

As with Disneyland, the 
attraction will be operated 
under a licence freon the US 
company by Oriental Land, 
which is controlled by part- 
ners Mitsui Fodosan, a devel- 
oper, and Keisei Electric Bail- 
way. The development follows 
the pattern In other Disney- 
dominated areas, where over- 
lapping parks with separate 
themes and audiences - are 
intended to bring tourists for 


an extended stay Instead of 
one-day visits. 

The original Disneyland in 
southern California Is soon to 
be joined by a California 
Adventure park offering 
scaled-down versions of the 
state's natural attractions. 
Next year, a J3bn project in 
Florida will be completed, 
including the company's first 
foray into the zoo business. 
The Animal Kingdom will fea- 
ture a mix of live animals and 
animatronic dinosaurs. 

Disney's theme parks divi- 
sion is one of its most consist- 
ent pe rf ormers, and has little 
international competition. Rev- 
enues, which account for 
about a quarter of the group 
total, rose Zl per cent last 
year, while operating income 
was 15 per cent higher and 
contributed the same propor- 
tion to aggregate profits. 

DisneySea will overlook 
Tokyo Bay from a 71-hectare 
site in Urayasu City. 10km 
from central Tokyo, and will 
follow the format of the other 
theme parks. Seven "ports of 
call” will be dominated by Dis- 
ney’s version of sea lore and 
legend. Ariel, the little Mer- 
maid, will reign in an enter- 
tainment "lagoon” for chil- 
dren, while the Arabian Coast 
section will feature Aladdin’s 
blue genie. 

Disney also plans to trans- 
port the 19th century water- 
fronts of New York mid Cape 
(tod - complete with 21st cen- 
tury shops - to Tokyo Bay. 
The 500-room Hotel MiraCosta, 
to be built inside the park and 
operated by Maihama Resort 
Hotels, will offer attractions 
including “Mediterranean- 
style” weddings. 



Jttrgen Weber announcing the results yesterday 


ment is helping Lufthansa 
offer passengers a "seamless” 
global service to a greater vari- 
ety of destinations, which 
means it is winning an 
increased share of long-haul 
traffic, in particular in the 
lucrative business market 
But Lufthansa has also prof- 
ited from increased control of 
costs. In the first nine months 
of 1997, total expenditures rose 
10.3 per cent to DMl7.4bn. But 
the biggest increase was due to 


steep foel costs, while labour 
expenses rose only 0.4 per cent 
to DM4J2bn. 

Lufthansa forecast pre-tax 
profits would exceed DMlbn 
for the whole of 1997 with 
earnings in the final quarter 
expected to be ahead of the 
same period last year. 

"This improved result will 
be reflected in the dividend 
payment and I am sure our 
shareholders will be very 
happy,” Mr Weber said. 


majority 
in First 
Bangkok 


By Tod Bardocke In Bangkok 


Citibank, the US commercial 
bank, bas reached a prelimi- 
nary agreement to bny a 
majority stake in First Bang- 
kok Bank, Thailand's seventh 
largest, with assets of some 
S7bn. 

If the deal goes through It 
wiU be the first outright take- 
over of a Thai bank by a for- 
eign bank. 

Under the terms of a memo- 
randum of understanding. 
Citibank has 90 days to com- 
plete due diligence, after 
which the price lo be paid will 
be determined. Talks no price 
could be complex because of 
the uncertainty about First 
Bangkok's assets. While First 
Bangkok claims it has a book 
value of about BUT per share, 
broker Jardlne Fleming 
estimates that, after non- 
performing loans peak and art 
written off, the bank's book 
value amounts to a negative 
Bti per share. 

Separately, another strag- 
gling Thai bank, Bangkok 
Metropolitan, yesterday held 
discussions with ■ group of 
five Taiwanese banks about 
injecting up to BtlSbn 
IS375 xq). After a meeting 
arranged by the Taiwanese 
cabinet's Connell for Eco- 
nomic Planning and Develop- 
ment, Taiwanese bankers said 
they were worried about 
Bangkok Metropolitan's finan- 
cial situation and would take 
at least until the aid of the 
year to make a decision. 

China Development Corp. 
one of the banks involved In 
the negotiations, said It would 
prefer to take a minority stake 
in Bangkok Bank, Thailand’s 
largest and healthiest com- 
mercial bank. Bangkok Bank 
officials said they had no 
immediate plans for a capital 
increase but would be happy 
to discuss any deal with for- 
eign investors. 

Thai authorities, struggling 
to get the country’s shaky 
financial Institutions to re- 
capitalise, recently allowed 
foreigners to own majority 
stakes. So far foreign institu- 
tions have taken only minor- 
ity stakes in Thai banks. 

Last month ING Bank of the 
Netherlands agreed to buy 10 
pa- cent of Siam City Bank. 
Other small Thai banks, 
including Bank of Asia, are 
also known to be talking to 
foreign partners. 
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COMPANIES AND FINANCE: EUROPE 


Prosecutor set to question Trustor chief 


EUROPEAN NEWS DIGEST 


By Jimmy Bums in London and 
Tim Burt in Stockholm 


The Swedish state prosecutor is 
today expected to question in Lon- 
don Lindsay Small bone, a close 
associate and former managing 
director of Trustor, the Swedish 
investment company at the centre 
of a SKr620m {S8 1.48m) fraud 
inquiry. 

The prosecutor. Bo Skarinder, 
who has been working closely with 
the UK Serious Fraud Office, 
obtained permission for the inter- 
view from the British authorities 
earlier this week. 

Mr Skarinder is thought to have 


also asked to question Lord Moyne, 
who acquired control of Trustor in 
the summer and is a close associ- 
ate of Mr Smalibone, although the 
interview is not expected until 
later this week. 

Mr Smalibone and Lord Moyne 
have denied any wrongdoing in 
their financial dealings at Trustor, 
and are holding the Swedish asso- 
ciates responsible for the affair. 
They have made themselves avail- 
able for questioning in the UK. 

Neither was present yesterday, 
however, at an extraordinary gen- 
eral meeting in Stockholm where 
minority shareholders in Trustor 
voted to seek compulsory liquida- 


tion of the group. Investors attend- 
ing the meeting were told by law- 
yers acting for the shareholders 
that Lord Moyne, Trustor chair- 
man, had personally approved the 
transfer of SKr620m in assets to a 
bank account in London, of which 
all but SKrl35m had disappeared. 

Lord Moyne told the Financial 
Times last week: “I may have put 
my signature to bits of paper giv- 
ing instructions of that sort." 

Shareholders in Stockholm voted 
in favour of liquidation - involving 
the removal of Lord Moyne from 
the hoard - after hearing that it 
offered the best prospect of recov- 
ering the company’s assets- 


Two Trustor employees have 
been arrested on suspicion of aid- 
ing a breach or shareholder trust. 

Yesterday's meeting was also 
told that Trustor was close to dis- 
posing of its main two operating 
subsidiaries in a deal that would 
further bolster its depleted assets. 

AP Parts International and 
United Parts Group, two automo- 
tive components companies, are 
expected to be sold for a total of 
SKr890m. Bjdra Bjbmsson. Trustor 
managing director, declined to 
name the buyers. 

He said the disposal strategy 
adviser was Charterhouse Develop- 
ment Capital, the venture capital 


arm of Ch art er hou se Bank of the 
UK. which bolds a minority stake 
in bath companies. 

Meanwhile. lawyers acting for 
Trustor's largest institutional 
shareholders said they would con- 
tinue with attempts to retrieve 
SKr4i7m trf company funds which 
are the subject of a legal battle in 
Luxembourg. They reiterated that 
the money had been transferred to 
a Trustor account in Luxembourg 
from a Cayman Islands account 
held by Lord Moyne. He has denied 
direct involvement in the transac- 
tion. Lawyers appointed by Lord 
Moyne to represent him at yester- 
day’s mating made no comment. 


Cegetel postpones 
fixed-line service 


Paribas moves to protect its empire 

Buy-out of minorities in two subsidiaries should reinforce French bank’s financial strength 

T he Empire Theatre in Compagnie Bancaire taken Synergies snapshot own allies to senio 

Paris seemed a suit- last year, which pushed it tjons. 

ably grandiose into losses of FFrl.2hn for Estimated impact on earnings FFrm That leaves one 


Cegetel. the telecommunications arm ofGtefirale ftea 
Eaux which is expected to emerge as France Telecom's 
iwn*n competitor when the $30bn French m a rket la lUUy 
liberalised in January, is to open Its fixed-lino service to 
the general public a month later than anticipated, oa Feb- 
ruary l. Jeon-Marie Messier. Generate des Eaux chairman, 
yesterday blamed the postponement on the need for more 
network tests. 

To test the integration of our network with that of 
France Telecom, we asked the public operator to do " 
700.000 test calls In December. It only authorised us to 
wiito 2,000. We therefore decided to postpone until Febru- 
ary l the opening of our service to die general public. “ 
France Telecom described this as "on alibi to explain 
internal delays at Cegetel". Cegetel's service will be avail- 
able to users In the Paris, Lyons and Lille arras - 40 per 
cent of French telephone subscribers - from February 1 
and throughout France from May 31. The company said 
tariffs would be at least 10 per cent cheaper than those of 
the former monopoly operator. Users will be charged a 
FFrlO a month subscription. David Ouxn, Paris 


T he Empire Theatre in 
Paris seemed a suit- 
ably grandiose 
address for Paribas, the 
French hanking group, to 
announce the latest step 
in its evolving corporate 
structure. 

But there was little drama 
or surprise in the decision 
by the group to launch a 
FFr25 J2bn ($4J3bn) buy-out of 
the minorities in two of its 
most profitable subsidiaries 
- Cetelem, the consumer 
finance business, and Com- 
pagnie Bancaire. the special- 
ist financial services group. 

The question many observ- 
ers of the country's banking 
sector were posing was 
rather why Paribas bad not 
acted more quickly, having 
for many years held a large 
but minority stake in Com- 
pagnie Bancaire. 

The first sign of change 
came in May, when the 
group declared it had 
acquired a majority of the 
shares - 50.2 per cent. That 
came after substantial 
restructuring provisions at 


Compagnie Bancaire taken 
last year, which pushed it 
into losses of FFrl^bn for 
1996. 

Paribas itself also had con- 
siderable house-keeping to 
do before it could undertake 
such a significant acquisi- 
tion. After unveiling provi- 
sions which dragged it Into 
losses of FFT4bn in 1995, it 
unwound its costly cross- 
shareholdings with the hold- 
ing company Navigation 
Mntp by absorbing and sell- 
ing much of the group. 

It took the decision to 
withdraw from retail bank- 
ing, selling Banque Otto- 
mane, Credit du Nord and 
Paribas Belgique. It has also 
sold FFrISbn in equity 
investments, helping to gen- 
erate a considerable cash 
pile for purchases. 

Andr€ L6vy-Lang, chair- 
man of Paribas, estimates 
that acquiring full control, 
and integrating the two busi- 
nesses fully into a new. sin- 
gle and simplified quoted 
company, should generate 
FFi30Qm in synergies in 1998 
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and FFrlbn a year later. 

Coupled with additional 
profits, net Of financing and 
depreciation charges, the 
two acquisitions should con- 
tribute FFri.2tm to an esti- 
mated net income for 1996 of 
FFriL22m. and FFr2£bn for a 
total of FFr7.7bn in 1999. He 
says this performance 
should allow Paribas to 
achieve its objective of a 
15 per cent return on equity 
by 2000. 

The two purchases should 


Telecom Italia to buy 
into Unisource alliance 


By Gordon Cramb 
in Amsterdam 


Telecom Italia will take a 
stake of up to 30 per cent in 
AT&T-Unisource, the joint 
venture linking US and 
European telecommunica- 
tions groups, as part of a 
deal to include Italy’s priva- 
tised carrier in the alliance. 

Paul Smits, Unisource 
president, said yesterday the 
agreement reached this sum- 
mer was intended to be com- 
pleted by the end of the year, 
"though it could be Janu- 
ary". 

The Italian company's 
activities in the business 
market for value-added voice 
and data services would add 
about a third to AT&T-Uni- 
source’s revenues, which Mr 
Smits said would this year 
reach FI 650m ($325m). 

Unisource itself would 


break even by around the 
end of 1999, he added, reiter- 
ating that net losses this 
year would be lower than 
the FI 375.4m reported for 
1996. 

The arrival of Telecom 
Italia, in which the Italian 
government sold its remain- 
ing stake last month, means 
AT&T will reduce its stake 
in the transatlantic venture 
from 40 per cent to 30 per 
cent Unisource - which cur- 
rently groups KPN of the 
Netherlands, S wede n's Telia 
and the Swiss PTT - would 
see its 60 per cent holding 
fall to 40 per cent 

Although the accord did 
not involve the Italian group 
becoming an equity partner 
in Unisource itself, Mr Smits 
did not exclude such a move 
in the future. The logical 
next step is an increased 
involvement with each 


HERCULES INCORPORATED 


HERCULES INVESTMENTS PLC 


Cash Offer 
for 

Allied Colloids Group P.L.C. 

Morgan Grenfell & Co. Limited (** Den ache Morgan Grenfell") announces on behalf of Hercules b wan rnt t PLC 
p Hercules Investments**), a wholly-owned subsidiary of Hercules Incorporated (“Hercules*’) that, by means of a 
formal offer document dated 26th November, 1947 (the “Offer Document”), Deutsche Morgan Grenfell has made 
an offer (the “Offer”) on behalf of Hercules laves tmenu to acquire aU (be unconditionally affoued or issued and fhBy 
paid ordinary shares of top each in Allied Colloids Group P.L.C. (“AQied Colloids”) not already owned by the 
Hercules Group and any such farther shares which are unconditionally allotted or issued before the date oa which 
the Offer closes (or such earlier date as Hercules In vest m en ts may. subject to the Code, decide). Terms defined in the 
Offer Document have the same meanings in this advertisement. 

The Offer is made on the foDowing basis: 

foreach Allied Colloids Share ISSpincash 


The Ofler is not being made, directly or indirectly, m or into, or by use of the mails or any means or inst i m ne n tmSty 
(including, witho at Imitation, idephonkally or electro mcally) of interstate or foreign commerce of. or of any fbritity 
Df a national securities exchange of, the United States, Canada. Japan or Australia and the Offer should not be 
accepted by any such means, natmrocnlahTy or facility or from within the United States. Canada, Japan or 
Australia. Doing so may render Invalid any purported acceptance. Accordingly, none of the Offer Doc u ment. 
Form of Acceptance or any related offering document is being, and must not be, mailed or Otherwise disuibaied or 
sent in or into the United States. Canada. Japan or Australia. 

AD persons (including nominees, tr us te es and custodians) who would, or otherwise intend to, forward the Offer 
Document and/or the accompany™* Form of Acceptance most not distribute or send them in. into or from the 
United States, C a n a da , Japan or Australia and doing so may render invalid any related p ur ported acceptance of the 
Offer. Further details in this regard are contained in the Offer Document. Any person (including, without limitation, 
no minees, trustees and custod i ans) who may have a contractual or legal obligation to forward any such document 
should read the Offer Do cum ent before doing so. 

The Offer has been capable of acceptance from and after 3.00 p.nt on 26th November. 1997 in accordance with the 
terms and ccwfitioRsaetoni in the Offer Document and the Fonn of Acceptance. With effect from that time, the Offer 
is ex tended to all persons to whom the Offer Document may not be despatched who bold, or who arc entitled to have 
unco nditio nally allotted or baaed to them. Allied Colloids Shares. Such persons axe informed that copies of the Offer 
Document and Form of Acceptance are available for collection from Deutsche Morgan Grenfell, 6 Bohopsgaie, 
London HC2N4DA. 


This advertisement is published on behalTorHcicules and Hercules Investments and has been approved by Deutsche 
Morgan Grenfefl. which is regulated by The Securities and Futures Authority Limited, for the purposes of Section 37 
of the Financial Services Act 1986. 


The directors of Hcicnfcs Investments and the executive directors of Hercules, whose names are let out in the Offer 
Document, accept responsibility Tor the information contained in this advertisement and. u> the best of their 
knowledge and belief (having taken aB reasonable care to ensure that such b the case), such information is in 
accordance with the (acts and doesnot omit anything likely to affect tbc import of such information. 

Deutsche Morgan Grenfell, which is re gu la t e d by The Securities «d Futures Authority Limited, is amiqg for 
Hercules and Hercules Investments and no-one else in connection with tin Offer and wffl not be responsible to 
anyone other than Hercules or Hercules Investments for providing the protections afforded to customers of 
Deutsche Morgan Grenfell or for providing advice m relation to the Offer. 


27th November. 1997 


have the effect of reinforcing 
the group's financial 
strength, providing probably 
the best defence from raids 
by creating a more fully- 
valued business. 

Nevertheless, some raise 
questions over how easy it 
will be to integrate the 
operations into a single 
entity. The two cultures are 
very different, and Compag- 
nie Bancaire is much more 
dynamic," says a former 
senior executive. Equally. 


Paribas has long been 
known for the autonomy of 
its "barons" and their jeal- 
ously-protected divisions. 

Yet Mr L&vy-Lang knows 
Compagnie Bancaire well: be 
worked in the business for 
more than a decade, becom- 
ing its manag in g director 
before taking over at Pari- 
bas. Bernard Muller, the cur- 
rent chairman. was 
appointed by him and now 
joins the group board. Else- 
where, he hac no mina ted his 


own allies to senior posi- 
tions. 

That leaves one other 
doubt, often voiced by its 
rivals: whether Paribas is 
large enough to compete 
with other investment banks 
in a sector that is consolidat- 
ing fast. Executives have 
decided against a US acquisi- 
tion. considering current 
prices to be too high. But 
they stress that by focusing 
on certain profitable niches, 
they can survive and thrive. 

Meanwhile, the group yes- 
terday indicated a healthy 
appetite, as well as the 
financial capacity to grow 
interally or through acquisi- 
tions. It said it planned 
FFrlObn in disposals over 
the next two years, as well 
as the issue of preference 
shares and securitisation 
which sbould boost its war 
chest. The Paribas empire 
may well be set to expand 
significantly. 


■ ISRAEL 

Koor falls at nine-month stage 


Koor Industries, Israel’s largest conglomerate, yesterday 
repeated a 22 per cent rise in net income for the third 
quarter amid disappointing nine-month results. Net 
in co m e for the nine months fell from Sl&4.5m to $ 13 0.3m , 
or $8£8 an ordinary share, compared with $10.19 last year. 
This year’s figures include a gain of $36m from selling 
stakes in food, electrical appliances and machine tool 
businesses. 

Earning s per American Depositary Share - one ordi- 
nary share equals five ADSs - fell from $2.04 to $1.72. Rev- 
enues rose 3.1 per cent from $2.S5bn to S2.73bn. Net 
income for the third quarter rose from 831.34m to $3&2m. 
on sales up 2.7 per cent to SS68m. Earnings per ordinary 
share rose from $2.07 to $2.53, white earnings per ADS 
climbed from $0.41 to $0.51. Growth was driven by Makh- 
testhim-Agan. Koor's agrochemicals division, and Tnrti- 
ran its telecommunications and electronics unit which 
last week reported a 75 per cent rise in earnings. 

Yesterday's statement coincided with a decision by 
Koor to acquire 10.66 per cent of £C1 Telekom, the Israeli 
telecoms company owned by the Claridge Group. In 
exchange, Claridge will lift its stake in Koor by 9.6 per 
cent to 35.4 per cent Judy Dempsey. Jerusalem 


RETAIL 


Andrew Jack Schroder Ventures buys Vogele 


See Lex 


Consortium to increase 
stake in Grundig to 95% 


other,” he said. “Whether we 
have three shareholders or 
four does not matter any 
more.” 

The revenues from the 
Italian group will restore 
growth prospects, which 
were dealt a blow when 
Telefonica of Spain 
withdrew from Unisource, 
choosing Concert, the 
alliance between BT of the 
UK and MCI, the US group. 
Concert was subsequently 
disrupted by a bid battle for 
MCL 

“This is a cost and volume 
game, and they are bringing 
a lot of volume,” Mr Smits 
said of Telecom Italia. On 
tbe cost side, Unisource had 
committed FI 600m-Fl 700m 
to strengthening a European 
telecoms “backbone” to 
provide foster data traffic for 
its customers, which include j 
internet service providers. 


By Oaham Bowtey 
in Frankfort 


The consortium of Bavarian 
hanks , insurance companies 
and private investors hoping 
to rescue Grundig, the trou- 
bled German consumer prod- 
ucts group, said yesterday it 
would double its stake in the 
company to about 95 per 
cent in file next few weeks. 

The consortium, which 
bought a 43 per cent stake 
earlier this year from Botts 
& Company, the London 
investment bank, would 
acquire the 52 per cent stake 
held by the Max Grundig 
Foundation, the Bavarian 
finance ministry said. 

The stake would be trans- 
ferred to the consortium via 
Philips, the Dutch electron- 
ics group which cut its hold- 
ing and withdrew manage- 
ment control of Grundig 


earlier this year after heavy 
losses at the German com- 
pany. Philips is to retain a 5 
per cent share. 

Otto Wiesheu. Bavarian 
finance minister, said the 
consortium, which was 
arranged by the Bavarian 
state government, would 
invest DM134m ($76.8m) in 
the company and make 
DM133m available in credit 

Burkhard Wollschiager, 
supervisory board chairman, 
said Grundig would break 
even next year and forecast 
a return to profit in 1999. 

This year's loss was put at 
around DM120m after a loss 
of around DM400m in 1996. 
Grundig would make ftu-ther 
cuts in its workforce from 
around 6.000 at present to 
about 5,000. 

Grundig, which m a kes 
consumer audio and video 
products, is based near Nur- 


emberg in Bavaria. It has 
suffered continued losses 
because of high German 
labour costs and competition 
from cheaper Asian imports. 

Philips cut Grundig loose 
in January after refusing to 
continue to cover its losses. 
In August, the two groups 
settled what had become a 
bitter dispute over the 
extent of GnincHg’s losses. 

The identities of the mem- 
bers in the consortium were 
yesterday revealed as: Anton 
Kathrein, a satellite antenna 
manufacturer; Mr WoUscblfi- 
ger; and board members Her- 
bert Bruch and Manfred 
BartL 

It also includes Bayerische 
Vereinsbank, Bayerische 
Hypobank. Bayerische Lan- 
desbank, Schmidt-Bank, 
Munich Re, Allianz and the 
Landesanstalt filr Aufbaufi- 

(|an7) <»inn g . 


Vftgele Group, the privately-owned Swiss clothing retailer, 
yesterday sold out to Schroder Ventures, the UK venture 
capitalist, in a deal valued at SFrl.25hn ($893m). Charles 
VSgele, who founded the business in the early 1960s. will 
step down as chairman. His two sons remain on the 
board. The deal involves Schroder taking 85 per cent of 
the equity. 10 per cent staying with the family, and 5 per 
cent going to Urs Meile and Peter Graf, the two nan- 
family board members. Thomas Krenz. partner at Schro- 
ders & Partner in Frankfort, sold it was "an extremely 
well-run business" that could be floated, probably in Zur- 
ich, within three years. 

Katharine Campbell Graving Business Correspondent 


■ INSURANCE 

Toro to raise L600bn 


Toro Assicurazioni. the insurance company controlled by 
Italy's Fiat automotive conglomerate, is to raise about 
L600bn ($35 1m) through an equity and warrant issue to 
finance its investment in a core shareholding stake in 
Banca di Roma. The insurance group is taking an 8.3 per 
cent stake in Italy's second largest banking group, which 
is being privatised. 

Toro is acquiring L300bn worth of new Banca di Roma 
shares as well as subscribing L400bn to a Mediobanca 
bond Issue convertible into Banca di Roma shares. The 
insurer is raising about L405bn with the issue of new ordi- 
nary, privileged and savings shares. Tbe ordinary shares 
have been priced at Ll!k200; the privileged and savings 
shares are L6.50Q. All shares are being offered on the basis, 
of three new shares for every 10 held. Each three new 
shares will carry a warrant giving shareholders an option 
to subscribe to an additional new ordinary share during . 
the next three years. The exercise of these warrants will 
raise a further L2Q0bn. Paul Betts, Milan 
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Den norske Bank 


Primary Capital Perpetual 
Floating Rate Notes 


In accordance with the provisions of the Notes, notice is hereby 
given that for the Interest Period from November 28. 1997 to 
February 27. 1998 the Notes will carry an Interest Rata of 
6.125% p-i. and the Coupon Amount per U.S.SIO.OOO will be 
U54I54.83. 


November 27. 1997. London _____ 

Br Octal*. NX (Corporate a tT r <J *8 Tnmj, Agent Bnk C'/i/D/i/VCw 


Wells Fargo & Company 


US$200. 000,000 
Floating rate subordinated 
capital notes due 1998 


The notes wiU bear interest 
at 6% per mnnm for the 
interest period 28 November 
1997m 27 February 1998. 
interest payable on 27 February 
1998 wiil amount to USS15I.67 
per USSlOfiOO note. 


Agent: Morgan Guaranty 
Trust Company 


JPMorgan 


Kleinwort Benson 
Group pic 

■XrnMtaMlasHii 


U.S. $100,000,000 
Primary Capital 
unuBXQO moaxmg rtan nouti 


U.S. $125^)00,000 

Primary Capital 
Undated Floating Rate Notes 
(Series IWo) 


For Vie Interest Period November 
28. 1997 to May 29. 1998 aB to 
above Notes wS curry a Hula 
of In tere st of 6X125% per 
annum wtltti u ntti|wni amount of 
U-S.S319.T3. 


ByTtaCtaeUafctitu 

Inba.forttak 

Nov*nber27.l997 




Soc&t tTatweamemen k captni variable 
Rcstecred Office t46Bouicvsd<teUPtouis6l^23MLjne«ii>ou>8 
R.C - LuxCTirbonrj H 22 175 


The ataieboMa* of Sven** Sdecdea Red (dir -Ccojwiy") are hereby wawned fee 
EXTRAORDINARY GENERAL MEETING OF SHAREHOLDERS 


of the Company to be beM a hi reginered office n 146, Boulevard de U Bftmrec. 
Uombounr at 14:30 pun. on Morebj, iXiunliu 29, 1097. m (he ipnm provided tor 
ty tew tenure bccnrendredfanlreBmcii i aw dlum y genual a»amg ere N u » ui*«j 2ft. 
1997. wfch the feBeotag apeak: 


I. MoJ5otit*i of article 16 patapuph •> of dicArndcaof In eoi potation. re give a no 
Jefiritwo of the nynnwa i ~EMglbte Sole - . 


Tbe new ponpapti MU read k follows: an “EBjfbic Sue" dull mem hi) ununuy 
whoever m Europe. Amencw. Ada. Africa or Oceania and AuMntia. 


DecMora ate valkffy taken at tbc resend craandhaij gaKnl m ca my a a mayvay of 
two ditnk of Sic itarei prenem or icrremued 


A reared venion of dw propmed Amck* of tac o qpreat ta i h cvaibtdc tot 

and a copy thcreoi may be obtained Tran Svcaata Handcbbanken SA. bv any 

dwebokkr on reques. 


Hokfcre af bearer Aarea rtmrid deport dvtr dorea at lea« 3 day* ptajc to cte imans at a 

bad, of fcdrdadce and ffafl be ail ail i ia ] on lire tadi of Ae evidence pwottiopdcrac 


fr re n rim Han d abbimk e a SA, 
146, Bootrrard ft b htnree, 
L-2J36 LUXEMBOntC 


The Board of Dmacrara 


Appointments 

Advertising 


appears in the UK edition 
every Monday, Wednesday 
& Thursday and in the 
International edition 
every Friday. 



NOTICE TO BONDHOLDERS 

Benpres Holdings Corporation 

t Incorporate*] in the Republic of tbe PhUipphirw w«h limbed UatdtHy) 


PI ,24 9 ,960,668 


•eiMmrioMiyf 


Primary Capital Undated 

Floating Rate Notes (Sertore Z) 


4-2*5 Perpetual Convertible Bond* 
cd in nod vrfih pnimentn mute In U.M ocminili 


< Mated in ood reitii pnynrenti* nsvfo tn U.M oqoirafent*] 
Pumaax to tbc Indenture ihtwl November 38. 1KKI between Bosn 


For further Information 
please contact: 
Toby Hnden-Crofts 
+44 0171 873 4027 


For the thmre months, November 
23. 1997 a Fotnary 27. 1996, 
Ihe Notes wffl carry an Merest 
rate of 6.0625% pjt with a 
Coupon Amoumoi US. Si 53X5 
payable on February 77, 1 998. 
BylteCteHlUHteiBa* 

Lodn. fort Bite 


Pimnux to tbe I rw tent ure dated November 38. WSl between Bmwren HgfcOnfp 
Corporwihin and Thr Bank of New York rMwUw in tbe fomanra <rflM jUAMUMS 
4^t Perpetual Convertible Banda, notice b ba r e ly Riven that Barepiea HnMte W 
Cnpontiw ban fined Um MMnj mined Mw efttn ireMtnpli™ rigWauthringef 
iueuaiMii shared: 

Ratio; TkMCilabarea lor ovary UveiSlainnw* beM. 

Otter Share*: ljMjKG,?5anmaiaia)ia>w« 

Otter Prfa-e; P6.45 

Record Dale; November IS, 1B97 

WfcrtaR Period: Decembers. 2897 to December Id. 17B7 - - 

(anupimilj; tbe rarnTrinn iwtrr at Hie CawnMt Hosdi nrftl be adjueted &wu 

PSKMN to PMSatt art) effect from NnwroWaO, 1W7 
Nwcadno-ZT. 1W7 
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^S^G^liiv^stment ^SDatH^.knaws tliat tfe pc«t way far asy business is to ga forward. HSBC Investment Bank Asia was the global co-ordinator, sponsor and 
[ _ B - - r - tHg 8^jlx^--|9g^|lx' : StaiXt^9 -sKxije&'bfi^t:a>n.%tMs'Hons Kong Stock Exchange: Hie offer was so well received that the issue was 397 times over-subscribed 

^^p^^;4argest propcrty dfevejdpiH^ a!}^ inVfestraem gtoups in the Chinese Capital, Beijing North Star has commercial and residential properties, and a significant 
tor future develojraertt'. Issmiig 70.7,€204)00 new H shares to t^dse HK$L7 billion required extensive corporate finance, research and distribution efforts, 
iTiie^rif^pwks for itself/ : •■■; , • -.• •*■•*'■_ ... 

B ^EeF>iiance> Pnjj^t awl ^p«1 Hnaa. ^Specialised finance. > Pirvalc Equity . . XTl 5|J3C> JUflVCStlllCIlt D3IlklI]H 

$y«Ccati<W> jEqi^R^W^^ Bi^butiQa > Asset Management k Mvate-Bankii^ . Afan6erHSBC&»® 
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Finance. »( Specialised Rnance > Prjvalc Equity . • i lUUv/ jULLYv 

Di^ibudQQ > Asset Management k Mvaa.BanJdng , ^ ictcq^ 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Foreign exchange losses of Bt20bn wipe out third-quarter profit 

Siam Cement falls into red 


profile 


Siam Cement 

MvfeKvafu* 


By Ted Bardacke 
in Bangkok 

Siam Cement, T hailan d's 
largest industrial conglomer- 
ate, posted a third-quarter 
consolidated net loss of 
Btl8.3bn <$458-3m), largely 
because of foreign exchange 
losses of Bt20.4bn. 

With $4J2ba in foreign debt 
and its core business in the 
slumping building matgrinlq 
industry, Siam Cement is 
particularly vulnerable to 
Thailand’s falling currency 
and the country’s resulting 
economic slowdown. The 
debt includes 9700m that 


must be repaid within the 
next 12 months. 

Together with long-term 
borrowing, the group has an 
average annnni repayment 
obligation of about $550m 
over the next eight years. It 
yesterday sought to dismiss 
market talk that it would be 
forced to restructure its for- 
eign debt burden. 

“Siam Cement h as kept all 
relevant foreign financial 
institutions well appraised of 
circumstances. These insti- 
tutions have demonstrated 
their complete confidence in 
the group’s ability to gener- 
ate enough to meet the 


obligations of both principal 
and interest in full and on 
schedule,” the company said. 

It added that creditors had 
agreed to maintain 
short-term credit lines and 
that a number were consid- 
ering converting short-term 
borrowings into long-term 
borrowings. 

The company said that 
without the foreign 
exchange losses the group 
would have made a third- 
quarter net profit of Bt2.06bn 
and a nine-month net profit 
of Bt5.82bn. 

Nine-month consolidated 
net losses at the group came 


to Bt2l.94bn, compared with 
a profit in the same period 
last year of BtSJ3bn. 

Third-quarter profits in 
199$ were Btl.53bn. Third- 
quarter losses per share 
were Btl52.7B. and nine- 
month losses per share were 
Btl82.79. 

Siam Cement traditionally 
closes the Thai reporting 
season. Yesterday's reported 
losses gave listed Thai 
companies an aggregate loss 
of Btiiasbn in the first nine 
months of the year, 
compared with profits of 
Btl052bn in the same period 
last year, according to 



broke' Indosuez W. L Carr. 

Only three big sectors - 
banking, electronics and 
entertainment - posted 
profits during the third 
quarter, the broker said. 


• Thai Petrochemical 
Industry and TPI Polene, the 
petrochemical and cement 
companies that make up the 
financially troubled TPI 
Group, both reported third- 


quarter lasses yesterday. 

TPI swung to a consoli- 
dated net loss of Btl9.-lbn. or 
Bt9J36 per share, compared 
with a net profit of BU»72.5m 
in the some period last year. 


The company had consol i 
dated foreign exchange 
losses of HMS.ohn. 

TPI Polene reported a 
third-quarter hiss of 
BtHVTIm. or Hr:e.i)K a share. 


UK group set 
to advise on 
Yamaichi sale 


Yasuda fights for credibility 

Market believes Japanese bank may be next in line to succumb 


By George Graham, 

Banking Editor 

DLJ Phoenix, the London 
corporate finance adviser 
bougit this year by Donald- 
son Lufkin & Jenrette. is 
expected to be appointed 
today to advise on the sale of 
all or part of Yamaichi Secu- 
rities, the Japanese broker- 
age whose closure was 

nnnnnnncri mi Monda y 

Several international 
investment banks have 
expressed an interest in buy- 
ing parts of Yamaichi, and 
some have indicated they 

might Consider art prirmg tViP 

entire business. 

Phoenix, which has speci- 
alised in mergers and acqui- 
sitions between financial 
institutions, could be in a 
position to talk to potential 
buyers at the beginning of 
next week. 

Yamaichi discussed a pos- 
sible deal with several US 
investment banks earlier 
this year, but none was 
ready to commit itself addle 
the broker’s financial posi- 
tion was deteriorating so 
fast. 

However, some large 
banks may now consider 
Yamaichi presents an oppor- 


tunity to acquire a position 
in the Japanese securities 
market for a knock-down 
price. 

Foreign interest has 
focused on Yamaichi's fund 
management subsidiaries, 
Yamaichi Investment Trust 
Manageme nt and Yamaichi 
International Capital Man- 
agement. Yamaichi Interna- 
tional Capital Management 
yesterday said it had 
received about 10 offers for 
its operations. “We have had 
lots of groups interested In 
buying us," a spokesman in 
New York said. 

However, the group admit- 
ted it was “probable" that it 
would change its name in 
order to continue operating 
in the future. 

Investors are estimated to 
have pulled Y660bn ($5.l7bn) 
from Yamaichi funds since 
its collapse on Monday, so 
Phoenix will have to move 
quickly before the business 
evaporates. 

Several of Yamaichi’s 
overseas operations, such as 
its bank in London, are 
understood to be profitable, 
but these are unlikely to be 
of interest to an 
international investment 
bank. 


M asaomi Obayashi. 

Corporate p lanning 
manager at Yas- 
uda Trust Bank, smiled ner- 
vously. “The timing of all 
this has been very unfortu- 
nate." he muttered as he 
mulled Standard and Poor's 
decision to downgrade his 
bank's debt to junk bond sta- 
tus on Tuesday. 

“After the failure of Yam- 
aichi. there is tendency in 
the media and investors now 
to ask which banks mi ght 
fail next” 

If the stock market is to be 
believed, Yasuda Trust is a 
candidate. Its share price is 
now Y79, putting it for the 
first time under the YIOO 
level which, according to 
Tokyo stock market lore, is 
the measure of corporate 
health. 

Japan's recent financial 
turmoil has shattered 
assumptions about the loyal- 
ties that once underpinned 
the country’s banking and 
broking sector. Conse- 
quently, the problem now 
dogging investors is how 
to judge which companies 
could be vulnerable to 
failure. 

Yasuda Trust insists its 
future is safe. It expects a 
net loss of Y70bn C$549 m) 
this year because of a 
Y200bn bad loan disposal, 
but it plans to raise Y50bn of 
capital by issuing shares to 


Yasada Trust 



o«- 


Sap. 1007 


other members of the Fuyo 
Corporate group. It expects 
to post a capital adequacy 
ratio of about 11 per cent 
soon. 

The ministry of finance is 
conducting an inspection of 
the group which Yasuda 
Trust hopes will reassure 
investors that its balance 
sheet is credible. 

However, western analysts 
are divided. Some suspect 
the group could already be 
technically insolvent, 
although in Japan's current 
feverish climate no analyst 
will say this publicly for fear 
of repercussions. “The non- 
performing loans relative to 
capital is now well over 100 
per cent," said one. 

However, David Atkinson, 
of Goldman Sachs disagrees. 
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VENTURE FORUM EUROPE ’97 


3-5 December 1997, Hotel Inter-Continental, London 

The growth and maturation of European private equity is attracting increasing attention from investors 
worldwide. Venture Forum ’97 provides industry specialists with an important opportunity to increase 
their understanding of the European venture capital marketplace. 


Distinguished Speakers include 


Mr David Y Adams 

Corporate Partner 

Travers Smith BraUktuedte 


Mr bo AnnMage 

Managing Din 


r Equity Division 


Mercury Amt Management Croup pie 


Mi Cato 
Partner 

Schroder V en t ure! Uf If SrloKO 

Mr Jwnlbaa Blake 

Head of Private Equity 
SJ Benefit A Co 

MrRary H Brooks 

Managing Director 
Mezzamne Management SAX L 

Mr BonaM Cohen 

Chairman 

Apax Partners A Co 

MrMUMVFd 
Managing Director 

CranriBr Prime Equity Managers Limited 

MrMkUdAdcBna 

General Partner 
Alias Vbiwnr 


MrErikl 
Read of Admakms A Member of 
the Martel Authority 
EASDAQ 


Dr Pul Hayrack 

Director 

Apat Partners A Co 


Mrsjaai 

Managing Director 

Central A Eastern Europe 
Adeem International Pie 

Mr Mkfcaci W Joseph 

Managing Director 

Uoyds Development Capitol Landed 

Mr Peler Keen 
Managing Director 

Merlin Ventures Limited! 

Mrs Carol A KoMtcdr 

Director of Developing Marita 
Pantheon Croup 
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arguing that the calculations 
are an inaccurate measure of 
the balance sheet 
The real rub is that sol- 
vency may not be the crucial 
issue. Yamaichi, after all, 
was solvent when it dosed. 
In practice, Yasuda Trust’s 
strength - iikp that of the 
other banks and brokers 
coming under pressure in 
the markets - depends on 
other factors which are 
much harder to measure. 

One is whether the group 
will face a funding squeeze. 
Yasuda Trust argues that, 
anticipating a squeeze, it 
raised extra funds in foreign 
markets in early October 
and is safe now. It also 
points out that, as a trust 
h ank , it is a net provider, 
rather than a borrower, of 
money into short-term yen 
money markets. However, 
convincing investors of this 
may be hard. 

A lso uncertain are 
Yasuda's corporate 
ties. Fuji Bank in 
effect abandoned Yamaichi, 
its traditional ally, but 
insists it will not do the 
same to Yasuda, another 
ally. 

“We want to form a hold- 
ing company in the future 
and think that Yasuda Trust 
will be part of that," said 
Yoshiro Yamamoto, Fuji 
president, last week. But 


Fuji itself is under pressure, 
fuelling investor unease. 

A third unkn own is the 
stock market. The company 
has beat perceived as being 
particularly vulnerable to 
falls in the market, as these 
erode the value of its equity 
portfolio. Mr Atkinson 
responds that Yasuda's 
YSObn share issue should 
protect the group's capital 
base, even if the Nikkei falls 
to 10.000. 

A fourth is the govern- 
ment’s attitude. Yasuda 
Trust is an important force 
in the pension system. Some 
suspect this means the gov- 
ernment could not let the 
group fail, but as one analyst 
says: “Before the collapse of 
Hokkaido Takushoku. people 
thought that the government 
would not let any of the top 
20 banks fail either.” 

Where does this leave Yas- 
uda Trust? For the moment 
it says there is no real sign 
of customer panic. Only 
Y40bn of customers' money 
was withdrawn yesterday, 
out of Y&SOObn worth of 
accounts. 

However, unease Is clearly 
visible at its headquarters. 
“There is a nervous cli- 
mate,” says Mr Obayashi. 
“We just explain to people 
that these fears are very 
wrong." 

Gillian Tett 


Towa shares hit 
over debt fears 


By Bethan Hutton 

Shores in Towa Real Estate 
Development a Japanese 
property developer, more 
than halved yesterday on 
fears its banks could with- 
draw support because of tur- 
moil in the financial sector. 

Towa almost collapsed 
under its debt burden last 
year but has been kept 
afloat with the support of its 
main shareholder. Fajita, a 
construction company 
which is undergoing a 
restructuring, and a group 
of banks. Towa’s shares fell 
56 per cent to Y22, after los- 
ing 27 per cent on Monday. 
Fajita dropped 36 per cent 
to Y35, on top of an 18 per 
emit drop on Monday. 

Towa yesterday issued a 
statement reaffirming its 
earnings forecast for the 
year and said that it still 
had the full s u pport of its 
two main creditors, Fajita 
and Total Bank. Fnjtta said 
It knew of no reason feu the 
share price fails. 

Analysts said construction 
companies were suffering 
from the perceived reluc- 
tance of banks to extend 
credit. “The banks are focus- 
ing more on taking care of 
their own problems and 
have less capacity to take 
care of some of their debt- 


ors’ problems," said Steven 
Weller, analyst at Jardine 
Fleming Securities in Tokyo. 

The failure of two banks 
and two securities compa- 
nies this month has shown 
that there is no government 
guarantee for financial insti- 
tutions and increased pres- 
sure on lenders to make 
decisions on commercial 
principles, rather than busi- 
ness relationships. 

“Those creditors are going 
to be put in a much more 
difficult situation and they 
are going to have to make 
choices,” said Mr Weller. 

Other construction groups 
undergoing corporate 
restructuring also fell 
sharply yesterday, including 
Wakachiku Construction 
and Mitsui Construction, 
both down 84 per cent, 
Tobishima, down 29 per 
cent, and Aoki, down 24 per 
cent. Three listed construc- 
tion companies have filed 
for bankruptcy this year. 

Towa and Fajita are seen 
as even more vulnerable 
than other companies with 
similar debt burdens, as 
they are not linked to a 
strong corporate group in g. 

Fujita is a family -run com- 
pany, which owns 17.5 per 
cent of Towa, and has large 
holdings of prop e r t y dating 
from the late 1980s. 


ACC slides 73% as 
cement prices fall 


By Krishna Guha in Bombay 

Severe overcapacity in 
India’s cement industry led 
to a 73 per cent fall in pre- 
tax profits at Associated 
Cement Companies, the 
country's largest producer. 

“The continued downslide 
in cement prices in most 
parts of the country 
accounts for the lower level 
of profits," said S. Ganguly, 
vice-chairman. Sales in the 
six months to September 30 
fell 4 per cent to Rsll.Tbn 
<S305m). Pre-tax profits were 
down at Rs237m from 
Rs864m_ 

The company dosed one of 
its plants in Haryana, and 
sold another to lisco for a 
one-off gain of Rs50m. This 
reduced output to 4.2m 
tonnes from 4.6m tonnes. 



Operating costs rose 2. per 
cent to Rsl0.77bn in spite of 
falling volumes. The collapse 
in profits resulted in a much 
lower tax provision, more 
than 90 per cent down at 
Rs2Sm, moderating the fall 
in profits after tax to 61 per 
cent, to Rs212m. 

Analysts said ACC's 
results were slightly better 
than expected. “We had 
expected a fan in margins of 
up to 7 per cent - in fact 
they fell by 5 per cent" said 
Alroy Lobo, analyst at Kotak 
Securities. 

The company foresees a 
“significant reduction" in 
costs through voluntary 
redundancies. These mea- 
sures - and closure of the 
Haryana plant - helped to 
compensate for rises in fuel 
and transport costs. 


Life groups the 
hidden factor in 
Tokyo turmoil 


By Bethan Hutton In Tokyo 

Japan’s mutual life assurors 
are the hidden factor in the 
current financial turbulence. 
Their vast investments, par- 
ticularly in the financial sec- 
tor. give them huge power 
the refusal of a group of life 
assurers to roll over subordi- 
nated loans to Sanyo Securi- 
ties was the final straw lead- 
ing to the brokerage's 
bankruptcy. ■ 

But the insurers have been 
victims as well as execution- 
ers. The falling stock market 
has wiped out equity 
reserves at some companies. 
And as leading shareholders 
in and lenders to most finan- 
cial institutions, life assurers 
have also lost money in each 
of this month's collapses. 
Their mutual status means 
only that their problems are 
less visible than among 
listed banks and brokers. 

One insurer has already 
gone under this year, and 
others are being pushed 
closer to the edge. Moody's, 
the ratings agency, lost week 
graded several Japanese life 
assurers as “poor" or “very 
poor” risks, and said the sec- 
tor’s outlook was negative. 

Moody's sees the weakest 
as Totao Mutual Life, rated 
Coal. Tokyo Mutual is rated 
Bl, and three others B3. 
Standard and Poor's rates 
four life assurers as “vulner- 
able to adverse economic 
and underwriting condi- 
tions". 

The unprecedented failure 
in April of Nissan Mutual, a 
medium-sized life assurer, 
sent a shock through the 
insurance sector and weak- 
ened the confidence of 
policyholders. Policy cancel- 
lation rates have since been 
running at record levels, and 
as the insurers have few 
reserves - after years of pay- 
ing out higher returns to 
policyholders than they were 
getting on their own invest- 
ments - they have had to 
sell assets to refund the poli- 
cies. This has been one fac- 
tor in the weakness of the 
stock market this year. 

The collapse of Nissan 
Mutual has also forced the 
insurers to rethink their 
investment strategy and 
lending exposure. 


Then 1 problem* art- duo in 
part to the traditional prac- 
tice of ct>nu>i!ting business 
ties with shareholdings. 
Insurers bought shares in 
client companies to ensure a 
steady flow of business. But 
when the companies hit diffi- 
culties. the insurers were 
among the first tu hi 1 Upped 
for more funds. LVinand for 
loans often escalated, leav- 
ing insurance companies 
deciding if and when to say 
nn to further outlays, and 
thus to endanger their oust- 
ing exposure. 

With Sanyo Securities, 
they decided not to throw 
more good money after bad. 
“It was a dramatic change in 
what had previously bren 
business as usual in Japan." 
says Thomas Keller, or 
Moody's in Tokyo. "! think 
their decision was based 
purely on their internal 
economics." 

When a group of nine 
insurers refused to extend 
their long-term subordinated 
loans to Sanyo, its capital 
fell below acceptable levels 
and it filed for lumkruptry. 
This was not necessarily 
what the insurers had been 
expecting - until then, it 
had been assumed that the 
authorities would help a fail- 
ing financial institution. 

Other troubled banks or 
brokers with insurance com- 
panies as leading creditors 
may be feeling uneasy. Bui 
the insurers cannot afford to 
pull the plug on too many 
cases at unce. as many 
already have problems with 
capital weakness. 

There are signs or growing 
differentiation between the 
stronger companies and the 
weaker. Even consumers are 
starting to distinguish 
between them: policy cancel- 
lations hare been higher at 
the weaker companies, 
although the whole industry 
has suffered. Analysts say 
the process is likely to be 
accelerated as the spate of 
bank and brokerage col- 
lapses further weakens con- 
sumer confidence. 

The collapse of Nissan 
Mutual could be seen as the 
precursor of the shake-out of 
financial institutions, but it 
is unlikely to be the last vic- 
tim in the insurance sector. 


PUBLIC NOTICES 


NOTICE PUBLISHED BY THE SECRETARY OF 
STATE FOR TRADE AND INDUSTRY UNDER 
SUBSECTION 8(5) OF THE 
TELECOMMUNICATIONS ACT 1984 

The Secretary of Scale hereby gives notice as follows 

1. She proposes to gram licences under the TetecamraimicJitoiu Act 
1984 C**ihe Act") to LC1 Telecom UK -Limited and TGC UK Limited 
(“the Licensees”) to run imemattonal telecomnumicarion systems in 
the United Kingdom. The licences will be for a period of 6 months, 
thereafter being subject to revocation on one month's nonce. 

2. The principal effect of each licence will be to enable the Licensees to 
install and run telecommunication systems in the United Kingdom 

* which may be connected ro telecommunications systems auttiife the 
United Kingdom, and to provide a wide range of hncmatiornl 
services but not any domestic services lie. services involving the 
conveyance of messages which originate and air subsequently to 
terminate in the United Kingdom) or mobile rad.,, smicev Each 
licence authorises the connection to a wide range of othet systems, 
including domestic systems and earth orbiting apparatus. 

3. Each licence will be subject to conditions such that section 8 of the 
Act will apply u it. thereby making each of the systems ran under 
each licence eligible for designation as a public telecommunication 
system under section 9 of the Act. It n the intention of the Secretary 
of State to designate each of the Licensers' systems as a public 
teleconutnmicatioQ system. 

4. The Scomiy of Slate proposes to gram each licence in response to 
an application from each licensee for such a licence because she 
considers that it will help to satisfy demands in the United Kingdom 
far the provision of services of the type authorised, will promote the 
interests of c o nsumers in respect of the quality and variety of all such 
services, and will maintain and promote effective competition 
between those engaged in the provision of i c le com muni carton 
services. 

5. Representations or objections may be made In respect of each of the 
proposed licences. They should he made in wnting by 29 December 
1997 ami addressed to the undereigned m the Department of Trade 
and Industry, Cotomunicatioos and Information Industries 
Directorate. 2S7 Grey. 151 Buckingham Palace Road. London 
SW1W 9SS. Copies of the proposed licence can be obtained five of 
charge by writing to the Department (fast 0171 215 1721) oc by 
calling 0171 215 1756. 

Alim D Pmod 

Department of Trade and industry 27 November 1997 
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JCI turns its back 
on gold mining 


S outh Africa's national 
broadcaster is planning 
a television drama 
series set on a gold mine. 
The script wil] explore the 
impact of the tumbling gold 
price, black empowerment 
and the evolution of Johan- 
nesburg's onee-mighty min- 
ing. houses. 

But nothing the writers 
devise win be as ertraordi- 
-nary as recent events at JCI, 
South Africa’s only black- 
con trolled mining group. 

On Monday Mzi Khumalo, 
the JCI chairman who 
bought a controlling stake in 
the company from Anglo 
American in November 1996, 
offered to sen his best assets 
back- to the previous owner. 
Terms were agreed over- 
night, and announced on 
Tuesday to coincide with the 
results of Anglo's long- 
awaited strategic review. 

The R2.6bn ($536m) deal is 
a surprise conclusion to the 
corporate drama that began 
on the eve of South Africa’s 
first all-race elections in 
April 1994, when Anglo put 
its stake in Johannesburg 
Consolidated Investments, a 
diversified holding company, 
up for sale to promote black 
economic empowerment 
The group's industrial 
interests, spanning an array 
of minority stakes in blue 
chip companies, are now 
owned by a consortium of 
black investors led by Cyril 
Ramaphosa. The most valu- 
able mining businesses - 
JCTs Western Areas and HJ 
Joel gold mines - were 
returned this week to the 
Anglo stable. 

Three and a half years 
after bids were invited for 
JCL its flagship mines are 
back alongside the platinum 
interests of the former JCI 
which were not offered to 
black buyers. Both have 
found a place in two new 
Anglo empires. Anglogold 
and Amplats, the world’s 
biggest producers of gold 
and platinum respectively. 

Recovering the mines is a 
coup for Anglogold, the new 
$3.8bn company which is 
taking over the diverse gold 
interests of the sprawling 
Anglo group. The decision to 
sell, say advisers,- was “a 
defining moment" for JCI 
and for Mr Khumalo's rela- 
tionship with Brett Kebble, 
his business partner and a 
prominent gold bull. 

In exchange for Western 
Areas and HJ Joel, which 
lies adjacent to Gencor's 
Beatrix mine in the southern 
Free State, Jd will acquire 
Anglo American's 26 per 
cent stake in Lonrho, the UK 
conglomerate. Anglo will 
take a book loss of almost 
£100m ($268m) on its pur- 
chase of the Lonrho stake, 
which was vetoed last year 
by the European Commis- 
sion after concerns over con- 
centration in the platinum 
industry. 

Mr Khumalo will also 
require Commission permis- 
sion to buy into Lonrho, but 
after a meeting with officials 
in Brussels last week he is 
confident Jd wtD become its 
biggest shareholder. Jd will 
also Gell its remaining port- 
folio investment of 3 per cent 
in Amplats back to Anglo, 



Mzi Khumalo, JCI chairman: last-minute deal with Anglo 


and receive Ribn in cash on 
top of the Ri.6bn stake in 
Lonrho. 

After a year-long flirtation 
with bullion, Mr Khumalo 
has opted to transform Jd 
from a company with 70 per 
cent of its assets in gold into 
a diversified mining group. 
He is in a strong position to 
make acquisitions. Dispos- 
als, including portfolio 
investments in Johnson 
Matthey and Amplats, have 
raised R3bn in cash. 

Jd shares rallied almost 
20 per cent on news of the 
deal with Anglo- But in spite 
of the improved sentiment, 
the market can find little in 
Jd to warrant the R54-50 a 
share which its new owners 
paid less than a year ago for 
Anglo’s controlling stake. 


The decision to sell 
to Anglo, say 
advisers, was ‘a 
defining moment’ 
for JCI and for 
Mr Khumalo’s 
relationship with 
Brett Kebble, his 
business partner 
and a prominent 
gold bull 


The balance of JCTs assets 
now include its 57 per cent 
stake in ClWfi, the chrome 
producer, the Beira iron ore 
project in Mozambique; and 
a portfolio of potentially 
attractive metals interests in 
Ghana, Siberia and the 
Congo. But its most profit- 
able subsidiary, the wholly- 
owned Tavistock coal subsid- 
iary, is earmarked for sale to 
Lonrho ’s Duiker later this 
year. 

JCTs move away from gold 
illustrates what is in many 
respects the revolutionary 
thinking of a new generation 
of mining executives as they 


Indian carmaker rises midway 


By Kuna! Bose in Calcutta 

Hindustan Motors. India's 
second -largest carmaker, 
yesterday surprised inves- 
tors by raising first-half 
sales and profits in spite of 
recession in the car indus- 
try. 

The results confirm, that 
demand for the Ambassador, 
a car launched in the late 
1950s, remains strong: 

In the six months to Sep- 
tember 30, sales rose 4 per 
cent to Rs4.63bn ($12 lm). 
Pre-tax profits were up 3 per 


cent to Rs336m. while net 
profits were flat at Rsl77.4m, 
after higher provisions for 
tax. The company's shares 
rose 6 per cent to Rsl2^0. 

Analysts said the group, 
which also makes earth- 
moving equipment and 
power products, would do 
better in the current half. 
“We are impressed with 
efforts to control costs. Costs 
rose only 4.43 per cent to 
Rs4^33bn," said one. 

The group, which has an 
alliance with Mitsubishi 
Motors of Japan, Is building 


a new factory in Tamil Nadu 
to make Lancer cars. The 
factory has annual capacity 
of 30,000 cars and will start 
production early next year. 

“We conducted road shows 
in the major Indian cities 
and the response is quite 
encouraging. With Lancer 
we wiB have a presence in 
the premium segment of the 
market. We will produce 
8.000 cars in the first year,” 
said the company. 

It has teamed up with Oka 
Motor of Australia to make 
rural transport vehicles. 


Posco pins its 
hopes on IMF 

Steelmaker needs freer hand 


i 1 


battle to revive the country's 
traditional mining finance 
houses. “We don’t regret in 
any way what we’ve done,” 
says Julian Ogilvie Thomp- 
son, Anglo chairman, who 
led negotiations to sell JCI 
last year. “It’s up to [JCTs 
new owners] to make a 
future out of the assets they 
have chosen to keep." 

Mr Khumalo’s new empha- 
sis is on organic growth and 
acquisitions - a process 
which is well under way. 
Next to Lonrho, a less dra- 
matic deal also took place 
this week when JCI paid 
R252m for 20 per cent of 
Southern. Mining, a Johan- 
nesburg-listed exploration 
company with an option on 
a high-grade titanium 
deposit at Bothavfile in the 
Free State province. 

The changes are not solely 
because of the slide in bul- 
lion, whose demise helped 
knock JCTs share price from 
last year's peak of R54 to a 
low of R16 last week. The 
catalyst was the proposed 
gold merger between Gencor 
and Gold Fields of South 
Africa. which was 
announced on October 10, 
and the subsequent creation 
of Anglogold. 

“Our gold interests do not 
have critical mass to com- 
pete for assets and strategic 
positioning with the major 
new alignments," says Mr 
Khumalo. His llth-hour deci- 
sion to approach Anglo was 
made only after a deal with 
Brian Gilbertson, Gencor 
chairman, proved elusive. 

The ultimate goal remains 
to merge with Lonrho. in 
spite of the breakdown of 
previous merger talks in 
June. "The opportunities are 
there. We’ve sold Western 
Areas at a premium of 50 per 
cent to the market, and 
acquired Lonrho at a 36 per 
cent discount to net asset 
value.” says Mr Kebble. 
“We'll extend a hand of 
friendship to Lonrho." 

Mark Ashurst 


S teel is national power” 
was a famous slogan of 
Park Chung-hee, the 
military strongman who 
developed Sooth Korea into 
a powerful industrial state In 
the 1960s and 1970s. 

But the current woes of 

the Korean steel industry 
reflect how Mr Park's strat- 
egy of command capitalism 
resulted in excess corporate 
debt and overinvestment, 
which has forced the nation 
now to turn to the Interna- 
tional Monetary Fund for a 
$20bn rescue package. 

The steel industry was the 
first victim of the corporate 
debt crisis that engulfed 
Korea this year. In January, 
Hanbo Steel collapsed under 
$Gbn of debt, followed by the 
nation’s two largest special- 
ity steelmakers, Sam mi Steel 
and Kia Steel. 

The initial government 
response was to press state- 
run Rohan g Iron & Steel 
(Posco). Korea’s dominant 
steel company and the 
world's largest in terms of 
production, to help rescue its 
bankrupt rivals. 

Posco executives were 
appointed to manage Hanbo, 
which included sacking half 
its 5,000 workers. It then 
made a joint $2bn bid for 
Hanbo assets with Dongkuk 
Steel, another domestic pro- 
ducer. Posco also bought 
several steel plants from 
Sawimi and bag taken a 20 
per cent stake in a consor- 
tium that will acquire the 


rest of its facilities. Govern- 
ment officials recently 
suggested that Posco should 
also take over Kia Steel 

The forced intervention of 
Posco worried investors, 
who feared that the spree of 
acquisitions would burden 
the steelmaker with 
unwanted facilities. Credit- 
rating agencies threatened 
to downgrade Posco if the 
deals were concluded. 

The IMF is expected to 
stop the "creeping national- 
isation” of the steel industry, 
to the relief of investors and 
Posco’s management 

Anthony Moon, steel ana- 
lyst For ABN Amro Hoare 
Govett in Seoul, believes 
Posco will withdraw its bid 
for Hanbo, which will 
instead be split up and sold 
to Dongkuk and possibly a 
foreign steel company. 

Steelmakers such as Nucor 
of the US might be inter- 
ested in establishing an 
Asian presence using Han- 
bo's advanced minim ill steel- 
making equipment. 

An economic austerity 
programme expected to be 
imposed by the IMF will 
probably force Hyundai, one 
of Korea’s biggest conglom- 
erates, to scrap plans to 
build a $5.6bo steel mill to 
compete against Posco, 
although Hyundai remains 
adamant about proceeding. 

“The excess production 
capacity is being eliminated, 
which will leave Posco in a 
much stronger competitive 



Korean power a steelworks owned by Posco, which fears creeping nationalisation 


position," said Mr Moon. 

The irony is that while the 
government has encouraged 
banks to lend to uncompeti- 
tive industrial groups, it has 
conducted ruthless house- 
cleaning at state-owned 
Posco. Analysts believe that 
Posco win servo as a prime 
model for other Korean com- 
panies as they undergo pain- 
ful restructuring, for the 
steelmaker is regarded as 
one of Korea's best-managed 
enterprises under its chair- 
man. Kim Mahn-je, a former 
economics minister. 

P osco. which claims 
two-thirds of the 
domestic market for 
main steel products, has pur- 
sued a tough rationalisation 
programme that hag trans- 
formed it into one of the 
world's most efficient steel- 
makers. with a capacity util- 


isation rate of 114 per cent. 11 
is now able to produce the 
same amount of steel with 
less than half the labour 
required 10 years ago. 
thanks to highly automated 
facilities using advanced 
machinery acquired at dis- 
count prices during the steel 
recession of the early 1P9US. 

The workforce has been 
cut from 25.000 tn nearly 
19,000 m the past five years. 
This has also allowed Posco 
to offer generous wages and 
social benefits, which has 
eliminated labour disputes. 

It has also been one of the 
world's first big steelmakers 
to embrace minimi!! technol- 
ogy to supplement its blast 
furnace operations. 

Posco boasts one of the 
strongest balance sheets in 
Korea, with its debt burden 
about half of equity, com- 
pared with four times equity 


for leading domestic con- 
glomerates. Its accounts are 
transparent as it is one of 
only three Korean compa- 
nies to be listed an the New 
York Stock Exchange. 

It is these strengths that 
will allow Posco to weather 
any expected downturn in 
strel profits next year 

Posco is expected tn fall 
short of the 1997 earnings 
target of $1.1 bn by porting 
profits of SHOObn. still the 
highest in Korea, because of 
foreign exchange louse- on 
overseas debt as the Korean 
currency, the won, plunges. 

Despite the short-term 
problems, “Posco will 
emerge as the strongest 
industrial pillar in Korea," 
Slid Mr Moon. That, at least, 
should please the spirit nf 
the late Mr Park. 

John Burton 
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Opportunity halfway around the world is sometimes 

Asia Pacific hard to recognize. When Taiwan-based ftatific Hearic Wire 

Wire & Cable 

Ocoporatioo ■ & Okie warned to take their international manufacturing 

Tfcf fii ii Taiwanese- 

owned cnpcnuvm to operations public in the U.S., they turned to Bankers 


Ust on Ac NYSE 


^Banfeerslxust 


Trust. Because we understand both global and local 
business dynamics, we were able to structure a deal that 


CONTRACTS a TENDERS 


addressed both the issuer’s and the investors’ concerns. Together, we were able 
to devise an attractive structure at a rime when small cap stocks were not in 
vogue. Then, by recommending New York-based advisors, a big-six accounting 
firm, and a filing schedule similar to that of US. corporations, Bankers Trust 
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PRE-QUALIFICATION CONTEST 

EVALUATION STUDIES OF ENTERPRISES, IN THE PUBLIC SECTOR 
AND TECHNICALASS1STANCE IN PRIVATISATION OPERATIONS 

The pre-qualification contest for entities that are willing to perform evaluation studies of 
enterprises in the public sector, and to give technical assistance in the privatisation 

operations to be held in Portugal is open for the period of 43 days. 

The provisions which regulate the contest are approved by the regulation number 9064/97 
(2nd Series}, of the Chancellor of the Exchequer, of 97.09.30, published in the official 
newspaper. Ilnd Series, number 236, of 97.10.11, on page 1251 Z This regulation was altered 
by the amendment number 1222/97, of 97.10.14, published in the official newspaper, Ilnd 
Series, number 246. of 97.10.23, on page 13069. 

The people concerned must present the applications until 17H of the 97,12.09, at the 
“Inspect ao Geral de Finan^as, Rua Angelina Vidal, 41-1196 Lisboa Codex". The 
applications can also be sent by mail, within the terms stated in the respective provisions. 

Any question concerning these procedures must be presented to die Commission, in writing, 

at the address mentioned above, or by Fax number 35 1/1/813 87 42. 





added an important sense of familiarity to a precedent- setting transaction. This 
positioned the IPO in a way that allowed investors on the NYSE to feel as 
comfortable with Asia Pacific ‘Wire & Cable as with a company down the street. 
To discuss your global and local banking questions, please contact us. 


ABankersTrust 

Architects of \hlue 
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COMPANIES AND FINANCE: THE AMERICAS 


Rebuilding the Reichmann empire 

Canary Wharfs original developer is back and plans to complete the project within seven years 


C anary Wharf, the 
once derided £4bn 
($6.7bn) con s t ru ction 
project built on the site of a 
former banana warehouse in 
London's docklands, must be 
a bittersweet sight to Paul 
Reichmann, its Canadian 
creator. 

Mr Reichmann, 67, is 
watching as his imaginary 
City of London East, as he 
had wanted to call the proj- 
ect, rises in concrete, steel 
and glass just east of the Isle 
of Dogs, its offices and retail 
spaces nearly fuH 
Canary Wharf no longer 
belongs solely to Mr Reich- 
mann. His family company. 
Toronto-based Olympia & 
York, collapsed in the early 
1990s, brought down partly 
by its commitment to the 
London project which was 
placed in receivership by its 
bankers in 1992. 

Although his personal 
stake in the project is now 
just 5 per cent, Mr Reich- 
mann remains at the h e l m of 
the development company 
which this week announced 
plans to build the remaining 
two-thirds of the project 
Development of office 
space will resume next year, 
with the aim of tripling the 
size of the complex in the 
next seven years. 

And it is not just in Lon- 
don that Mr Reichmann is 
™Wng a comeback. One of 
his family's companies plans 
to revive three ambitious 
projects in Mexico City 
which were shelved in 1994 


due to die peso crisis. 

“We are taking them out 
of mothballs," he says. 

Speaking for the first time 
since he led an investment 
consortium to buy back 
Canary Wharf in 1995 from 
the bank receivers, Mr 
Reichmann said that he was 
now a more cautious devel- 
oper than be had been before 
Canary Wharf was con- 
ceived. “It would be very sad 
if I did not learn from my 
mistakes." 

But his underlying strat- 
egy in property development 
remains unchanged: that 
occupiers will move to the 
most efficient space. They 
win pay more and travel fur- 
ther for better product. 

“If you create a product 
with an ambiance that is 
better than anything else 
around, that will generate 
more development in the 
surrounding areas,” he says. 
“That isn’t true everywhere, 
but it Is true in the areas 
where the existing product is 
not high quality.” 

His vision for Canary 
Wharf in 1987 was knocked 
off-course by sky-high inter- 
est rates, a severe recession 
and by the failure of the UK 
government to build prom- 
ised rail links to the area. 

But above all, it was 
undone by the biggest bund- 
ing boom ever in the City of 
London financial district by 
rival developers who also 
realised the capital’s need 
for modem office space. 

Mr Reichmann durirfpri to 





Out of mothballs: speculative development in Docklands win resume next year 


invest in London’s derelict 
docklands following several 
visits in the mid-1980s. 

“1 visited a city with office 
buildings that were out- 
moded,” he says. 

“I did my own personal 
survey. I asked them could 
they operate long term In 
the buildings they are in. 
Nineteen out of 20 gave an 
unequivocal no.” 

He plans a similar 
approach in Mexico City, 
which, like London 10 years 


ago, is almost devoid of high- 
quality office space. 

Land has already been 
cleared for a 50-story, $30Qm 
building near Mexico City's 
Chapultepec Park, one of its 
most prestigious addresses. 
The project Is a partnership 
with- ICA, the Mexican com- 
pany, and will be built on a 
speculative basis without 
any p re-agreed rentals. Mr 
Reichmann Intends to buy 
out the stake of his 29 per 
cent shareholder, George 


Soros, who is also an inves- 
tor in Canary Wharf. 

He is also planning two 
other ambitious projects in 
tiw Mexican capital, one of 
which win be in Santa Fe. a 
new business district several 
miles outside the centre 
where rents will be half 
those at Chapultepec. 

Large Mexican banks are 
the target client for this 
development, for which 
100,000 acres have already 
been acquired. 


The other is planned for 
Aiameida Parc, next to the 
Opera and near tbe Presiden- 
tial Palace, a site levelled by 
the 1983 earthquake. 

Other property projects 
include a venture with 
Barry, his son. called Cen- 
tral Park Lodges to build 
retirement homes in the US 
and Canada. 

Last May. it split its nurs- 
ing and retirement homes 
divisions ahead of spinning 
off its nursing homes divi- 
sion into a Real Estate 
Investment Trust, a US pub- 
licly traded company with 
tax advantages for investors. 

Mr Reichmann says he 
was in negotiations to buy 
other US properties and 
some of these may later be 
packaged into a RETT. 

He demurs on whether he 
envisages the transforma- 
tion of the Reichmann fam- 
ily empire into a publicly 
quoted vehicle. 

Tbe transformation of 
property ownership in the 
US from private developers, 
such as himself, to public 
companies soch as REITs “is 
tremendous because it -pro- 
vides capital”. 

But he says REITs are for 
financial engineering, not 
visionary development. 
“Development is a business 
where you can’t go by the 
book. The great property 
developments will be devel- 
oped bv individuals, not by 
REITs.” 

Norma Cohen 


You want a 



degree of safety. Among the many sound reasons why 

international bond investors should take a close, look" at German Pfandbriefe, the 
most obvious is safely. Issued to refinance mortgages or public-sector loans, Pfand- 
briefe — which account for nearly 40 % of the DM 4 trillion German bond market - 
are governed by a strict legal framework. For example, they can only be issued by 
specially authorized banks which themselves are also liable for each issue. More- 
over, Pfandbriefe must always be covered by separate pools with at least identical 
yields and maturities. What s more. Pfandbrief issues are monitored by a state- 
appointed trustee. The record for investor protection? Pfandbrief investors have 
never missed an interest or principal payment. And these bonds - whether Jumbo 
Pfandbriefe or traditional Pfandbriefe - generally offer a yield pick-up over Bunds, 
with opportunities for spread trading. Trading and transparency are enhanced 
by die IBIS-R and GDO electronic systems and by the PEX Index. So. if your 
priorities call for safety, yield, liquidity and a stable currency, consider the Pfand- 
briefe issued by Germany’s private mortgage (tanks. 

For further information about German Pfandbriefe please contact The Association 
of German Mortgage Banks ( VDH) in Bonn, Germany, Fax (4-228) 9 59 02 44. 


The German Pfandbrief 


Solid from the ground 
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GERMANY'S 
MORTGAGE BANKS 

DEPFA-8ANK, WIESBADEN 

BAYER I SCH E VEREINSBANK AG, M0NCHEN 

HYPO-BANK, MQNCHEN 

DEUTSCHE HYP, FRANKFURT 

FRANKFURTER HYPOTHEKENBANK 
CENTRALBODEN AG, FRANKFURT 

RHEINHYP, FRANKFURT 

BERUN-HANNOVERSCHE HYPOTHEKENBANK AG, 
BERLIN AND HANNOVER 

DEUTSCHE G ENOSSENSCH A FTS- HYPOTHEKEN- 
BANK AG. HAMBURG 

HYPOTHEKENBANK IN ESSEN AG, ESSEN 

BAYERI5CHE HAN DELS BANK AG, M0NCHEN 

ALLGEM EINE HYPOTHEKENBANK AG, FRANKFURT 

WESTHYP, DORTMUND 

WORTTEMBERGER HYPO, STUTTGART 

HAMBURGHYP, HAMBURG 

SClDDEUTSCHE BODENCR EDITS ANK AG. M0NCHEN 

DEUTSCHE HYPOTHEKENBANK (ACT.-GES.), HANNOVER 

MONCHENER HYPOTHEKENBANK EG, MQNCHEN 

NDRNBERGER HYPOTHEKENBANK. NURNBERG 

DEXIA HYPOTHEKENBANK BERUN AG. BERUN 

RHEINBODiN HYPOTHEKENBANK AG, KOLN 

NORDHYPO BANK, HAMBURG 

SCHLESW1G-HOLSTEINISCHE LANDSCHAFT 
HYPOTHEKENBANK AG, KIEL 

BFG HYPOTHEKENBANK AG. FRANKFURT 

lOBECKER HYPOTHEKENBANK AG. LUBECK 

WL-BANK. MONSTER 

WOSTENROT HYPOTHEKENBANK 
AKTTENGE5ELL5CHAFT. LUDWK5SBURG 

MJW. WARBURG & CO HYPOTHEKENBANK AG, 
HAMBURG 


AMERICAS NEWS DIGEST 


AT&T to sell 
paging unit 

AT&T aims to sell its paging business in the latest of a 
scales of moves to divest s low-growth operations that are 
not central to its focus on telecommunications, the group 
"has an aggressive effort under way to ensure that Its 
portfolio Includes only businesses that are central to our 
co mmunic ations services strategy", it said. 

the group was "exploring options regarding the mess- 
aging business which could result in a decision to sell the 
unit”. 

Analysts estimate the business could be worth about 
B450m. With 2m customers, AT&T’s paging service is the 
ninth largest in the US. Growth In the paging business 
has been slowed by the rising popularity of cellular tele- 
phones. 

Over the past year. AT&T has sold businesses worth 
about $2bn. The group is currently seeking buyers for Its 
credit-card operations and a unit that provides customer 
services and telephone help desk services to large busi- 
nesses. 

AT&T is also selling its 45 per cent stake in LIN Televi- 
sion. UN is being acquired by Dallas-based buy-out firm 
Hicks. Muse, Tate & Furst in a proposed fl.ttm deal. 

Analysts said that they expected Michael Armstrong, 
AT&T t-hoirwmn, who joined the company last month, to 
further streamline operations. 

Louise Kehoe, San Francisco 


M&A 


SBC unit in Argentine venture 

SBC Warburg Dillon Read, the investment banking arm of 
Swiss Bank, has formed a partnership with Infupa. a load- 
ing Argentine mergers and acquisitions adviser. 

SBC, which recently acquired Banco Omega in Brazil, 
has been building its emerging markets capabilities. 
Infupa has specialised in M&A and privatisations, closing 
eight deals this year. It is currently working on 20 more. 

Infupa and SBC Warburg have agreed to work exclu- 
sively with each other on the ordination and execution or 
mergers and acquisitions In Argentina, as well as on 
selected capital market transactions. 

George Graham. Banking Editor 

ALUMINIUM 


Reynolds to sell European mills 

Reynolds Metals, the US al uminium producer, is to sell its 
European rolling mill operations to Germany's VAW alu- 
minium. No price was disclosed, although Reynolds said 
that the deal would not have a material impact on tbe 
financial results of its ongoing business. 

The operations being sold include Reynolds Aluminium 
Deutschland, in Hamburg; Reynolds Italy, In Cistcma: 
and Indus tria Navarra del Aluminlo, in Irunzun, Spain. 

Reynolds has been looking at streamlining its business, 
and has already sold a number of operations. It said that 
the latest disposal was part of the previously-announced 
portfolio review. Nikki Tent, Chicago 

U BRAZIL 


Sell-off to raise R$323m 

Brazil will today privatise Centrais Eletricas Matogros- 
sense (Cemat), the Mato Grosso state power company and 
the utility seen as having among the rosiest growth pros- 
pects in the country. Consultants to the privatisation said 
that Cemat's market of 490.000 consumers and &2m mega- 
watt hours a year was expected to grow by 11.3 per cent a 
year. 

Mato Grosso state is selling off 86.91 per cent of the util- 
ity’s total capital, as well as 2,076 debentures for a mini- 
mum price of B$323J3m ($29£9m) at an auction on the Rio 
de Janeiro stock exchange. 

The debentures are convertible into Cemat ordinary 
and preferred stock held by federal power holding Eletro- 
bras, the investment arm of Brazil's National Develop- 
ment Bank. Reuters, Rio de Janeiro 

■ TELEFONICA DE ARGENTINA 


Injection for mobile phone unit 

Telefonica de Argentina, the Argentine telecommunica- 
tions company, is to inject $60m into its 50 per cent-owned 
Miniphone cellular-phone company. 

In a filing with tbe Buenos Aires Stock Exchange, Tele- 
fonica said its board approved the proposal yesterday. It 
did not provide further details. 

The consortium of Telecom Argentina. Stet and France 
Telecom, which owns the other half of Miniphone, last 
week said it would inject $60m into the company. 

The Argentine company, created during the 1990 priva- 
tisation of state monopoly EnTel, provides telecoms ser- 
vices for the southern half of the country. It is 54 per cent- 
owned by a company equally held by Telefonica de 
Espafia and Argentina’s CEI Citicorp Holdings. 

AP-DJ. Buenos Aires 

RETAIL 


Holiday spending forecast to rise 

US retailers are gearing up for Friday’s official start of the 
holiday shopping season, hoping that strong consumer 
confidence and a healthy economy will mean a cheerful 
ring at the cash register. 

Analysts and retail experts estimated that holiday 
spending would be up between 5 per cent and 6 per cent, a 
stronger pace of growth compared with a 3.7 per cent rise 
in sales in the 1996 season and 3-2 per cent in 1995. 

“The average sales pace is going to be stronger than tbe 
last couple of years, not dramatically so but modestly so,” 
said Michael Niemira, economist at Bank of Tokyo-Mitsu- 
bishi. “The consumer fundamentals are strong.” 

Traditionally, about one-third of holiday shoppers Dock 
to the malls and stores the day after Thanksgiving, 
according to Dan Bethlahmy, retail marketing director for 
American Express. 

Retailers dub the day “Black Friday" in reference to 
hopes for profitable black ink on the books after a robust 
sales day. Reuters, Chicago 


First Bank System, inc. 

US$200,000,000 
Subordinated floating 
rate notes due 2010 

Notice is hereby ff'oen that tor 
the interest period 28 
November 1997 to 27 February 
1998 the note s aiU carry an 
Interest rate of 6. J 875% per 
annum and that the interest 
payable on the relcxrant 
interest payment date 2? 
February 1998 will amount to 
USS15&4J per USSIO.OOO note 
and USS3.910.t6 per 
US$250,000 note. 

Agent: Morgan Guaranty 
Trust Company 

JP Morgan 


Wells Fargo & Company 

USS200.000.000 
Floating rate subordinated 
notes due 2000 
In accordance alth the ■ 
pmdsk m s of die notes, notice 
h hereby given that for the 
Interest period 28 November ' 
199710 31 December 199? the 
notes tafft carry an interest rate 
of5.8I2tt per annum. Merest 
payable on the relearnt interest 
payment date 31 December 
1997 witt amount to VSS53M 
per USSIO.OOO tune end 
USS€&40per USSSO, 000 note 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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THURSDAY NOVEMBER 27 1997 


COMPANIES AND FINANCE: UK 


Lafarge buys up 29.9% of Redland 


\ 


By Andrew Taylor and 
Andrew Edgecttfte^lohnson 
in i-ondon, and David Owen 
in Paris 


the French building 
materials group, swooped 
into the market yesterday to 
buy 295 per cent of Redland, 
hours after securing its UK 
rival’s agreement for a 
£15bn ($3.04bn) takeover. 

The purchases were made 
just hours after Redland 
directors agreed to accept an 
increase in Lafarge's offer 
from 320p to to 345p a share: 

Most institutional share* 


holders of Redland contacted 
yesterday said they would 
accept the improved offer 
which they regarded as the 
best in the i‘ii u mncfai ru*^ 

Redland bad planned a 
£Lbn cash hand-out to share- 
holders as part of its final 
defence document, which 
would have been published 
yesterday bad it not been for 
the decision to support 
Lafarge's revised terms. 

The cash was to have 
come from the £80Qm sale of 
56.5 per cent of RBB, 
Europe’s largest roof tile 
maker, to German minority 


holders. They had also 
signed a letter of intent .to 
buy Redland’s Asia Pacific 
roof tfle interests for £50m- 

In addition, Redland said 
it bad been In negotiations 
to sell its US aggregates 
business for up to (lbn but 
declined to name the pro- 
spective purchaser. 

The disposals, however, 
would have left Redland as a 
highly geared UK and 
French aggregates operation 
with no certainty of generat- 
ing cash for shareholders 
until early next year. 

Rudolph Agnew, Redland’s 


chairman, praised the role of 
Robert Napier, chief execu- 
tive, in the negotiations. He 
said: “This Increased offer 
delivers greater value, cash 
and certainty to our share- 
holders.'’ Mr Napier, who 
has been criticised by share* 
holders, is expected to stand 
down following the takeover. 

Some investors, however, 
expressed surprise and dis- 
appointment that Redland 
had not been able to extract 

a higher price from Lafarge 

or potential rival bidders for 
parts of the group. 

One of the largest said: 


"We think the company is 
worth more but that's life. 
Market confidence in the 
current management is so 
low that if the bid weren't 
there the share price would 
be a lot lower." Its shar ps 
yesterday rose 4Vsp to 339' ip. 

The deal will increase 
Lafarge's turnover by 50 per 
cent to about FFrSObn 
(S105ba) and raise the num- 
ber of its employees to 
68,000. The transaction is 
being financed by debt, with 
the result that by the end of 
1997 gearing is expected to 
reach 95 per cent 


The French stock market 
welcomed the deal, with 
Lafarge shares climbing 
FFr6.60, or 15 per cent, to 
FFr3S0.2 - double the 
Increase recorded by the 
benchmark CAC 40 index. 

But analysts were divided. 
Jean-Hugues de Lamaze of 
Credit Suisse First Boston 
said the acquisition was “a 
good thing". He said the 
countries covered by the two 
groups complemented each 
other well. By contrast. 
Arend Dikkers of Salomon 
Brothers, said the companies 

had few real synergic-s. 


Sterling sours T&L outcome 


By Maggie Urry 


Tate & Lyle blamed the 
strength of sterling for a fan 
in profits in the year to Sep- 
tember 30, and said the 
starch and sweeteners group 
was "poised to improve 
returns”. 

Pre-tax profits fell from 
£276. 3m to £24 15m ($407.8m) 
before exceptional charges of 
£82zn announced at the 
interim stage. The group 
said, however, that profits 
would have been £38m 
higher but for the effect of 
the higher pound on transla- 
ting profits from outside the 
UK and the im part of green 
pound revaluations on the 
UK sugar business. 

The group's US starch 
business suffered the lowest 
margins to date on its high- 
fructose com syrup activi- 
ties. 

Larry Pfllard, chief execu- 
tive. said the year had pres- 
ented "many challenges’*. 
There had also been £ 10 m of 
start-up costs on a new Euro- 
pean starch plant. This five- 



Sweet touch: Larry Pfilard is taking a ’more rigorous view 1 on capital spending 


HtymKamun 


year project, the largest capi- 
tal investment in the group's 
history, is nearing comple- 
tion and Tate is expecting a 
20 per cent return on the 
$500m expenditure when it is 
fully operational 

He said the group was tak- 


ing "a more rigorous view on 
capital expenditure” to 
enhance shareholder value- 
in North America, a record 
outcome from sugar, cost 
reduction and new product 
development in the Staley 
starch business, led to 


increased operating profits 
of £l54m (Cllfim). 

European profits fell from 
£15&n to £96m, as the UK 
sugar business was affected 
by the strength of sterling. 
Elsewhere, profits fell to 
£ 18 m (£31m). 


Hercules underlines generosity 


By Endko Terazono 


Hercules, the US speciality 
chemicals manufacturer 
which announced a £L07hn 
($ 1 . 8 bn) hostile bid for 
Allied Colloids of the UK 
this week, yesterday posted 
its offer document to share- 
holders. •. ... . 

' Hercules’ timetable means 
Allied will now have to pro- 
duce its first defence docu- 
ment by December 10, while 
the first .dosing date for 


shareholders to accept the 
offer will be December 17. 

Hercules reiterated that 
its offer price of 155p a 
share was “generous” repre- 
senting a premium of 35 per 
cent to the pre-speculation 
share price. 

The document states: “As 
an .Allied :€olldids:. share- 
holder you have suffered 
over recent years and you 
should question whether 
this will change, given that 
Allied Colloids faces an 


uncertain outlook in an 
increasingly competitive 
environment” 

The US group accused 
Allied’s management of 
eroding shareholder value, 
saying Allied’s share price 
had underperformed the 
market by 38 per cent 
It also pointed to the' 
recent uncertainty sur- 
rounding its 1998 profits 
r ef erring to recent down- 
grades by analysts. 

Hercules stressed Allied’s 


poor investment record in 
the US, and despite its 
investment programme, 
1997 earnings per share 
were below those of 1995. 

David Farrar, Allied’s 
chief executive, said the fig- 
ures used by Hercules were 
selective, and that Allied 
would refute . the points in 
its defence document It may 
postpone its interim results, 
due next Tuesday, to help 
with the preparation of the 
defence document. 


Hard work and cohesiveness 


Emlko Terazono on qualities 
that have helped make Allied 
Colloids what it is today 


F rom its humble begin- 
nings as a supplier to 
the textile industry in 
Bradford, Allied Colloids has 
grown to be one of the UK’s 
leading speciality chemical 
companies, thanks to York- 
shire values. 

David Farrar, chief execu- 
tive, says it is thrift and 
hard work which have made 
Allied one of the world’s 
leading manufacturers of 
polymer chemicals with pre- 
tax profits of £55m (393m) 
■ and sales of £437m. 

But it may be Yorkshire 
stubbornness which leads 
Mr Farrar, who has been 
with Allied for 27 years, to 
insist on the company’s inde- 
pendence in the face of a 
£i.07bn hostile bid launched 
earlier this week by Hercu- 
les, the US speciality chemi- 
cal maker. 

With the company’s share 
price underperforming the 
market owing to concerns 
over the strong pound and 
high raw material costs, 
industry analysts have long 
pointed to Allied as a tempt- 
ing target for larger chemi- 
cal groups. 

Many see it highly 
unlikely that AIBed will be 


able to maintain its indepen- 
dence, but Mr Farrar puts on 
a brave face: “The odds of a 
small Bradford-based com- 
pany becoming a world class 
group were stacked against 
us. But we did it” 

ADied has carved its niche 
making chemicals used in 
pollution control and paper- 
making - an area where 
larger groups, including Dow 
Chemical and I CL tried their 
han d and gave up. 

Shares in Allied were 
unchanged yesterday at 
169p, comfortably ahead of 
the 155p a share offered by 
Hercules. Investors and ana- 
lysts clearly expect that Her- . 
cedes wffl be forced to raise 
its offer, or that other preda- 
tors will enter the fray. 

That said. Allied may face 
an uphill struggle to con- 
vince its shareholders that it 
can 'deliver more value. At 
present, the main plank of 
its defence looks likely to be 
its record of sales growth. 

The company says its sales 
have grown annually by an 
average 11 per cent over the 
past 30 years, and expects to 
provide higher profits by 
maintaining the pace and 
keeping costs down. 


It will not solicit any white 
knights at this stage. How- 
ever, “proving the manage- 
ment can deliver better . 
value within a reasonable 
time-frame of two to three 
years is difficult, given the 
recent track record," says 
P hili p Monish, analyst at 
Nlkko Europe. 

Hercules, a Delaware- 
based chemical group that 
manufactures water-soluble 
polymers which made oper- 
ating profits of 3441m last 
year, blames Allied’s man- 
agement for failing to bring 
value to shareholders. 

It points to the 38 per cent 
underperformance of Allied’s 
shares in the past three 
years, profit downgrades by 
analysts over the past six 
months, and a return on cap- 
ital which has declined by 
nearly 70 per cent between 
1988 and 1987. 


A llied retorts that Her- 
cules has been selec- 
tive in choosing its 
.figures. The chemicals sector 
has underperformed the. 
market due to the strong 
pound and higher raw mate- 
rial costs, says Mr Farrar. 
The company is now 
addressing the problems 
through hedging and for- 
ward contracts. 

Returns on capital should 
improve, the company says, 
as benefits from investments 


over the past few years come 
through during' this finan- 
cial year and next. The 
group expects £5m in pur- 
chasing cost savings from 
CPS. its finished polymer 
manufacturing subsidiary 
bought in November 1996. 
says Mr Farrar. 

John Harnett, finance 
director, admits that over 
the past few years. Allied 
had loose cost control, with 
costs growing at the same 
rate as sales. However, this 
was now corrected and the 
company was on the "right 
track” in keeping cost 
increases to less than half of 
any rise in sales. 

Mr Farrar points out that 
Allied's strong Yorkshire 
culture has helped the com- 
pany’s cohesiveness, and 
fears that becoming part of a 
larger group may destroy 
this. “From Bradford to Bra- 
zil to Russia, It's what keeps 
us together,” he says. 


CORRECTION 


David Brown 


In the issue of November 25, 
the dollar equivalent of the 
£80,000 payment to John 
MowlnckeL non-executive 
director of David Brown, was 
incorrectly stated. The fig- 
ures should have read 
£80,000 (3130900). 
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Flower power 
karma rules 


on Diageo day 


By John Will man. 

Consumer Industries Editor 


There was more than a whiff 
of the 1960s at the Queen 
Elizabeth n Conference Cen- 
tre. London, yesterday when 
shareholders in Guinness 
and Grand Metropolitan 
brought the spirit of flower 
power to the proposed 
merger of the two compa- 
nies. 

Both meetings resulted in 
Albanian-style majorities of 
more than 99 per cent in 
favour of forming the 
world's largest drinks com- 
pany - no doubt encouraged 
by the prospect erf 1 a £29bn 
pay-out to shareholders 
early next year. 

But the 600 or so share- 
holders who turned up for 
the last meetings of the two 
companies before the merger 
seemed strangely uninter- 
ested in the finer points of 
shareholder value. They 
were more concerned about 
the interests of pensioners, 
upholding agreements with 
the staff and doing good for 
the planet. 

"Both companies are big 
enough, strong enough and 
profitable enough to employ 
many mare people," a share- 
holder told the GrandMet 
meeting after hearing the 
merger would cut 2,000 Jobs. 

George Bull, GrandMet's 


chairman, reassured the 
meeting he was as sad as 
anyone that the merged com- 
pany would have to let any- 
one go. 

Mr Bull joined m the spirit 
of the meeting by saying ihe 
mission of the new group 
would be to spread every day 
pleasure everywhere on the 
globe. Hence the choice of 
Diageo as its name, com- 
posed of a Latin prefix (Dia. 
for day) and a Greek suffix 
(geo, for the world). 

The only thing that spoilt 
the karma of the day was 
that name. 

Those attending the meet- 
ings were clearly incensed 
that great British names 
were to be swept away by a 
neologism made up of what 
Mr Gamier, a Guinness 
shareholder, described as 
"two dead languages". 

Tony Greener. Guinness 
chai rman, struggled to win 
over his shareholders. He 
promised to rename the 
brewing subsidiary Guinness 
to perpetuate the name 
when dealing in Diageo 
shares starts on December 
17. 

Small shareholders were 
not impressed, shouting 
“rubbish" and cheering 
every attack on the new 
name. But the weight of 
institional proxy votes car- 
ried the day. 


LEX COMMENT 


Roscos 


Tho regulator} - risk tu tln> 
privatised roiling Muck 
leasing companies i roscos » 
is now greater than ever 
with ministers backing the 
rail regulator’s call for 
public accountability. A 
brier period of public con- 
sultation could provide a 
government never enam- 
oured of mi! pnvntismion 
with the pretext to intro- 
duce full price n'gulutiou. 

The flimsy argument fur 


Stagecoach 


Share price relative to Ihn 
FTSE AB Share aide* 


regulation is lhai the rus- 
cus indirectly receive pub- 
lic support through gov- 
ernment guarantees of 
their pro privatisation ron- 



TmiM: [iHitliwk','.; 


tracts with the train operating cnuipaim?. This smacks of 
windfall-tax style rotrospi'ctive legislation. Tin.-*- guaran- 
teed revenues were reflected in the prices |u«l at pnvjfi 
sat ion. That the companies are now unexpectedly profit- 
able because of harsh cost -cutting is .i sciiaraio is-au*. It i- 
also for from clear thnir established customer In?.-. ivd( 
translate into a dominant position in the new Sea-*- mar- 
ket. Only two years after privatisation, powerful -4iiib.il 
loosing companies such .is GK Capital aiv goiuuu ar>um<! 
in the new leases market 

With the operating companies .inti lUiiltra. k .ilnMil.L 
regulated, tidy minds dearly mi* tin- r.x«-os J:. a i.irr:n : 
anomaly . They should nrn The msrns are (IdVri-ti: r*>r th- 
simple reason that they are not mr.ro ii*dn-. it tie.- ia«i*t:s- 
ment is really rnneerned a In ml tumiH-hhun r-.-:;. • 1 : 
should instigate a thorough imiuirt 1>> •-oinpi'iriuci 
authorites. The only thing reguiaiori iincv-n.iinu i\»-! 
achieve is to delay the very investments fh«- goiunmsnt 
wishes to promote. 


US clearance for 


Zeneca drug 


By Daniel Gram 


The US Food and Drug 
Administration has cleared 
Zomig. Zeneca’s migraine 
drug, for marketing in tablet 
form, setting the stage for a 
battle in this fast-growing 
sector. 

Zomig will face the market 
leader Glaxo Wellcome, 
which is selling Imigran, and 
has a follow-up drug, Nnra- 
mig. approved in some other 
countries. 

Zeneca shares rose 39p to 
£18.27. with analysts fore- 
casting Zomig sales of at 
least $250m a year by 2000. 

The shares have fallen 
heavily in recent weeks as at 
least two securities houses 


said the conn tuny t,i<v<I a 
gap in new product laiuu'h«N 
early next decade. 

Glaxo shores rose 'ip to 
£13.80. 

Zomig ls in the same class 
uf drugs as Imigran ami N'ar- 
arnig. S-HTlB/ID agonists, 
whirl] work by helping 
reverse the dilution uf bl*tod 
vessels in the brain tliat can 
cause migraine pain. It was 
developed by Wellcome 
before its takeover by Glaxo 
in IW5. when Glaxo Well- 
come had to sell the drug by 
competition regulators as a 
precondition for the deal. 

Zeneca estimates tho 
global market for migraine 
treatment at nearly £S*Wm. 
rising to £1.5bn by am 


No local 


touch. 


Id search of a better correspODdent 
in Turkish banking? We strongly 
recommend a truly global partner 
with none of the local dissonance. The only 
multi-branch Turkish bank awarded long- 
term A rating three years in a row by Capital 
Intelligence. The highest rated emerging 
market bank by Thomson Bank watch. 
The Turkish bank whose high regard among 
international financial community generated 
$1 billion in funding facilities in 1 996 . The 
Bank that has completed several asset backed 



securitization programmes with 
maturities 5-7 years. The Bank that 
was selected as the “Best Bank of 
Turkey” by Euromoney for 2 consecutive years. 
Then again, if you think your correspondent 
in Turkey should also have local strength, 
who could be a better choice than a bank 
that handles 9.0% of Turkey's exports? 
A bank that handles 4.2% of Turkey imports. 
A bank whose foreign currency transactions 
totaled $16-5 billion in 1996. A correspondent 
bank with global standards and local power. 


GARANTI BANK 


For further information phase conuci Mr. Husnu Akharu Executive Vice President 1 . 

63 BSyuLderc Gu l den , MsdbJc 80670 bunbul/Turkey Td, Fate (90-212) 28S 40 40 Telex: 27635 gati-tr bnp-J/unvu-^araniibank^um.tr 
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INTERNATIONAL CAPITAL MARKETS 


Little appetite for Bund auction 


GOVERNMENT BONDS 


By Simon Davies 

in London and 

John La bate in New York 

Government bond markets 
succumbed to a bout of 
profit-taking in quiet trading 
yesterday, in spite of the 
continuing turmoil in east 
Asia. 

Phyllis Reed, director of 
Barclays Capital, said she 
thought a “turnround in 
interest rate expectations” in 
continental Europe was 
near. 

“The argument that inter- 
est rates will converge at the 
lowest level post-Emu is 
going to run out of steam 


when people start looking at 
the growth rate numbers in 
Germany” she added. 

Certainly, there was lim- 
ited appetite for yesterday's 
auction of 10-year GERMAN 
BUNDS. The Bundesbank 
sold DMSbn of securities but 
demand was lukewarm and 
that sent the cash market 
lower during the morning. In 
the futures market, the 
December contract settled 
0.05 down at 103.72. 

“It would be a brave man 
that went under-weight in 
Germany just now. given the 
uncertainty in Asia.” said 
Ceris Williams, head or fixed 
income at Rothschild Asset 
Management. “But on a lon- 
ger term basis, we would 


think it looks over-valued." 

UK GILTS marginally out- 
performed Bunds, with the 
yield spread narrowing by 
one basis point to lie points, 
as the market recovered 
from early losses on the 
back of a relatively firm US 
Treasury market. The 
December contract settled 
£i lower at 118& which was 
3 off the day’s low. 

However. ITALIAN BTPs 
continued to buck the trend. 
The December contract set- 
tled 0.10 higher at 113.6. and 
helped support the Spanish 
market. Speculation over 
interest rate cuts continued 
to dominate trad ing. 

US TREASURY investors 
were greeted with several 


new economic reports yester- 
day, as the bond market pre- 
pared for an early close 
before the Thanksgiving Day- 
holiday today. 

Gross domestic product for 
the third quarter was 
revised downward to 3.3 per 
cent growth from a previous 
estimate of 3£ per cent 
By midday the 30-year 
Treasury was down L to 
100'a, yielding 6.057 per cent 
Ten-year notes fell *'« to 
101:*, yielding &859 per cent, 
and two-year notes were i 
lower at 992. yielding 5.728 
per cent. The Federal Funds 
rate was at 5% per cent 
“We had a flurry of eco- 
nomic reports that were 
pretty much shrugged off by 


the market.” said William 
Gamba, manager of bond 
trading at Coweft & Co in 
New York. “Activity is 
dwindling as the day goes 
on," bo added. 

Durable goods orders for 
October fell by an unex- 
pected 0.3 per cent after ris- 
ing 0.1 per cent in Septem- 
ber. Analysts had expected a 
rise of 1 per cent. 

Separately, the Chicago 
Purchasing Management 
report showed its index of 
business activity had fallen 
to 59.5 in November from a 
reading of 56 in October. 
Although the index rose, it 
was still below levels 
reached during the summer 
months. 


Italian welcome 
for Argentina 


New international bond issues 


INTERNATIONAL BONDS 


By Edward Luce 
and Samer Iskandar 

Italian retail investors 
yesterday gave Argentina a 
warm reception for the first 
emerging market interna- 
tional bond offering since 
October 23. Miguel Kiguel, 
undersecretary of finance for 
Argentina, said the enthusi- 
astic investor response had 
persuaded him to increase 
the L250bn deal to LSOObn. 

However, officials at Chase 
Manhattan, joint lead with 
Paribas, warned that yester- 
day's bond was “unlikely to 
open the floodgates” to 
many more emerging market 
issues before the year-end. 
The offering was Argentina’s 
12th lira-denominated bond 
but its first short-dated issue 
in lira for some time. 

Officials said that at a 
spread of 269 basis points 
over the Italian swaps rate, 
the bond was priced roughly 
100 basis points higher than 


it would have been prior to 
the global markets crisis. 

The offering, which was 
sold out, tightened to a 
spread of around 260 basis 
points over swaps after 
launch. Officials attributed 
most of the demand to Ital- 
ian retail investors. “There 
is a general shortage of 
paper at the three-year end 
of the lira market,” said one. 

Paribas, joint lead man- 
ager, said the transaction 
saved the borrower 40 to 50 
basis points compared with a 
doDar-denominated issue. A 
syndicate official also said it 
would have been “probably 
impossible to get the deal 
done In dollars” 

Yesterday's issue leaves 
Argentina with just $l50m to 
raise in 1997. Although 
Argentine officials would not 
comment cm the timing of 
the next issue, traders 
believe it could arrive before 
the year-end. “Argentina 
pre-funded some of its 1997 
commitments at the end of 
1996." said one. 
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accrued, al) 1-mfii Ubor +28bp. b) C a B fa r rea biftastructue and Ec o nomc Development Bttik Specs* Purpose Trust Paotfie 
Gas and Bectnc Co. Series 97-L bl) Av We: 056 yrs. b2) 109 yrs. b3) 200 yrs. b4) 3.01 yrs. b5) 4 OB yrs. bS 5.17 yrs. b7] 
701 yrs. b6) 9/48 yrs. <4 DM1 bn launched 17/11/97 incr e a se d to 0M1O5bn. cl) 3-itth Libor *37"Abp. d) Fungble recti 
SFMOOm. Plus 146 days accrued, a) CaSabte from Jan 01 at par. el) 13% to Jan 99, then 16% - 2 x 12-mtfi Ubor 
thereafter. 1) European Investment Bank. Launched 21/11/97, in crease d to LSOObn. 11) 12% to Dec 98, then 71?% to Dec 
2002. then 151*96 - 2 x 12-mth Ltoar thereafter, s) Short 1st coupon 


MERRILL LYNCH targeted 
a new investor base, mainly 
insurance companies, by 
launching its longest-dated 
sterling bond, comprising 
£200m of 10-year notes. Pre- 
vious deals, with five-year 
maturities, had been mainly 


sold to retail investors and 
fund managers. 

A syndicate official said 
that Merrill's bid last week 
to buy fluid managers Mer- 
cury Asset Management for 
£3bn bad raised the US 
investment bank's profile 


among institutional inves- 
tors in the UK. 

Merrill, which led the 
issue, said the launch was a 
success, with the spread 
tightening by a couple of 
basis points from its launch 
level of 75 points over gilts. 


Korean 
ratings 
reduced 
by S&P 

By Edward Luca 

Standard & Poor's, the New 
York-based credit rating 
agency, yesterday down- 
loaded South Korea's sover- 
eign credit rating by two 
notches to A minus, citing a 
“rapid deterioration in 
Korea’s financial position”. 

The agency, which also 
cut the ratings on Korean 
Development Bank, Export- 
Import Bank of Korea, and 
Industrial Bank of Korea by 
an equivalent amount, put 
South Korea on negative 
CreditWatch. This implies 
the next rating move will 
also be downwards. 

S&P said it would watch 
the nature and extent of 
assistance to South Korea 
over the next few months 
and the outcome of its presi- 
dential elections on Decem- 
ber 18. However, the out- 
look remained bleak. It said: 
"Eroding Investor confi- 
dence is inte ns if yi n g liquid- 
ity pressures which will 
cause an even greater deteri- 
oration in corporate and 
bank credit quality than 
previously foreseen.” 

Meanwhile, Moody’s 
Investors Service is review- 
ing the credit ratings of five 
Japanese banks: Long-Term 
Credit Bank of Japan. Nip- 
pon Credit Bank, Mitsui 
Trust, Yasuda Trust, and 
Chuo Trust. It warned that 
changes in Japan’s regula- 
tory environment would 
reduce the level of public 
support for private sector 
banks and force them to 
recognise unrealised losses. 

“A growing government 
deficit and potential public 
resistance to a government- 
financed resistance could 
impede the authorities* abil- 
ity to resolve solvency prob- 
lems facing the banking sec- 
tor.** it said. 


CAPITAL MARKETS NEWS DIGEST 

Sanwa Finance 
HK loan shelved 

Sanwa Bank has shelved syndkathai of a HKSfiOOm Iran it 
was arranging for Sinwa Finance Hong Kong, because of 
the poor market condition*- The postponement highlights 
the turmoil in Asian markets and the consequent reluc- 
tance to lend - a trend further exacerbated by the year- 
end tendency to reduce activity. 

Sanwa Finance Hong Kong. SO |**r cent owned by 
Sanwa Bank, launched its three-year deal In mid-October, 
before a second round nf speculative attacks on the Hong 
Kong dollar. The attacks were fondl'd off by the Hong 
Kong authorities but at the cost of soaring interbank 
interest rates, which have eatrn into hanks’ margins. 
Rises in prime lending rates have faded tu keep pace: 

The three-year loan offered a margin of -19 tatsis points 
over Hong Kong Interbank offered rates. While three- 
month Hibor fell to 10 per cent yesterday, it was pushed 
above M per cent after October’s assault on the currency. 

Separately. Japanese banks are seeing a heavier pre- 
mium being attached to their interbank lending following 
the failure of Yamaichi Securities - although in the thin- 
ly-traded Hong Kong market the premium is less exagger- 
ated than in London or New York. Bankers expect very 
few borrowers to brave the debt markets until the new 
year, reflecting the retreat of Investors following tfto mar- 
ket turmoil. Louise Lucas. Hmtg Kang 

m UK GILT FUTURES 

Liffe to launch five-year contract 

The London International Financial Futures and Options 
Exchang e will launch a futures contract on five-year UK 
pits as part, of its preparations for European economic 
and monetarv union. The new contract, to be launched in 
the first quarter of 199a will help Liffe expand its product 
range in the run-up to the single European currency. 

Liffe also announced other measures designed to boost 
trading in its key contracts. The notional coupon on the 
long gilt future will be reduced from 9 per cent to 7 per 
cent, bringing the price closer to par. from around 119. 
Contracts on short-term interest rates will be convertible 
to euros. However, this will be on a "voluntary” basis, to 
offer traders flexibility. Saincr [skandar 

■ PROJECT FINANCE 

Oman LNG facility signed 

A $2bn project finance facility for a liquefied natural gas 
plant in Oman has been signed, after 20 months of discus- 
sions. The loan is the country’s largest and involves 27 
Arab and international banks. A second, limited, syndica- 
tion to Omani banks raised commitments for $75m. 

The multi-tranche financing includes facilities of up to 
12.5 years, with repayments starting in 2001. Some of die 
tranches are guaranteed by export finance agencies from 
the UK. Spain, the US and the Netherlands. Participating 
banks did not divulge pricing details. Samer Iskandar 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


BOND FUTURES AND OPTIONS 


US CORPORATE BONDS 


INTERNATIONAL BONDS 


Novas 

Red 

Date 

Bid 

Covon Price 

Bid Day chg Wk chg Month Year 
Yield yfdd yield chg ytd chg yid 

Australia 

raw 

10/07 

6550101/4557 
10500 1285496 

557 

B53 

+054 

+051 

+058 

+0.13 

+057 

♦002 

-122 

-154 

Austria 

0B/B9 

7500 1045200 

4.50 

+052 

-052 

-012 

+051 


07/D7 

5.625 100/4500 

556 

+051 

-055 

-0.14 

-050 

HWgtan 

04/99 

7500 103.6500 

4J5 

-053 

-059 

-022 

+060 


03/07 

6550 1045000 

551 

- 

-055 

-0.17 

-034 

Canada* 

03/59 

4500 99.6900 

454 

+056 

+0.10 

+0.43 

+0J51 


06/07 

7550 112.7000 

5.49 

+052 

+057 

♦054 

-059 

Denmark 

12/99 

6500 102/4100 

4.72 

-051 

-054 

-019 

♦0/43 


11*7 

7500 107.7800 

555 

+0.01 

-056 

■ -018 

-0.78 

FMand 

01/99 

11500 1075570 

452 

-0.03 

-056 

-008 

+038 


04*6 

7550 110.4750 

554 

-055 

-058 

-018 

-070 

France 

11/99 

7500 104.8800 

453 

+052 

-053 

-0.14 

+055 


10*4 

6.750 108.7400 

551 

+0.02 

-055 

-015 

-050 


10*7 

5500 100.1200 

5.48 

+051 

-055 

-019 

-029 


10*5 

6500 995900 

654 

+051 

-056 

-019 

-0.60 

Germany 

06*9 

3500 96.9900 

450 

+053 

-052 

-013 

+056 


07/04 

6.750 108.1400 

556 

+052 

-053 

-014 

-020 


07*7 

6500 103.7300 

5/48 

+051 

-0.05 

-0.20 

-050 


07/27 

6500 105.6800 

6.08 

+051 

-056 

-018 

-051 

teafand 

04*9 

6550 101.1500 

551 

+051 

-0.08 

-015 

-0/44 


08*6 

85001145000 

559 

-051 

-0.10 

-020 

-0.73 

fetey 

05*0 

6500 1015700 

5.1S 

-0.02 

-058 

-031 

-150 


05*2 

6550 103.1500 

5/44 

-051 

-056 

-026 

-152 


07/07 

6.7501065000 

558 

-am 

-058 

-028 

-1.70 


11*6 

7550 1105100 

6/42 

-051 

-057 

-021 

-157 

Japan 

0699 

4500 1065900 

054 

+054 

-055 

-013 

-053 


12*2 

4500 117/1800 

152 

+054 

-004 

-055 

-071 


09*5 

3500 1065500 

1.77 

+053 

- 

+055 

-0.60 


03/17 

3500 112.7200 

255 

+052 

+056 

+0.11 

-070 

Nothertanda 

06*9 

7500 1045500 

459 

- 

-057 

-056 

+0.74 


02*7 

5.750 102.1100 

5/45 

+051 

-056 

-019 

-026 

NewZeetond 

02*0 

6.500 99.1376 

652 

-052 

+053 

-0.12 

+004 


11/06 

B.000 1085323 

654 

- 

+053 

-0.11 

-0/44 

Norway 

01/99 

9500 105.1000 

4.40 

+052 

-051 

-012 

-0*0 


01*7 

6.750 1075200 

551 

+051 

-0.10 

-017 

-067 

Portugal 

03*9 

8500 104/4487 

456 

—002 

-054 

-023 

-1/40 


02*7 

G52S 1055766 

555 

-051 

-058 

-018 

-1.15 

Spain 

07*9 

7400 1045447 

456 

-051 

-054 

-027 

-134 


03*7 

7550 111.111S 

5.77 

-051 

-05S 

-021 

-130 

ttomdan 

01*9 

115001065460 

S.18 

+056 

+056 

+052 

+002 


06*7 

8500 112/4600 

654 

+053 

-0.03 

-014 

-068 

HHiailt ■■■ Iteaeii 

03*9 

4500 102/4500 

253 

+053 

-0.01 

-014 

-025 


06*7 

4500 107.6000 

352 

+051 

-054 

-058 

-044 

UK 

08*9 

6500 965281 

755 

+0.05 

-056 

+0.12 

+045 


11*4 

6.750 100/4688 

657 

+054 

-053 

+056 

-050 


12*7 

7550 105.1876 

654 

+052 

-006 

-052 

-069 


06/21 

6500 1185375 

AM 

-051 

-0.10 

-005 

-1.17 

US* 

07*9 

S57S 100.1720 

5.76 

+051 

♦056 

+014 

+0.10 


06*4 

7550 107-3010 

558 

-051 

+052 

-052 

-056 


08*7 

6.125 1015530 

556 

+051 

♦055 

-054 

-027 


06/27 

6575 103.7420 

6.10 

- 

+050 

-0.13 

-035 

ECU 

03*9 

6500 100/4200 

454 

+051 

-054 

-0.11 

+043 


04*7 

5500 995100 

553 

+051 

-056 

-020 

-054 


London dosing- ‘Now York trfd eby. Eouck knwaottvo Datt/FT kdormono n 

rux Load rrterhte aMaKVAmalnil ytakS basts. Ytafcte shown lar Italy oat udo w ahh oUng 
ta at 1PJ pa can) payable by ranresktarea. 


France 

■ NOTIONAL FRENCH BOND FUTURES (MAT1F) FFfSOftOOO 



Open Sett price Change High 

Low 

Eat vd. 

Open fit. 

Dec 

10008 

100.06 -008 

100.14 

99.88 

70803 

109.144 

Mar 

9968 

99.56 -058 

99 60 

99.40 

2.785 

29514 

Jun 

-99.00 

9858 -0.08 

99.00 

9950 

- 2 

12 

■ LONG TERM FRENCH BOND OPTIONS (MAT1F) 



Strike 

Price 







Dec 

•— CAI LS — — 
Jon 

Mar 

Dec 

role — 
Jan 

Mar 

97 

3.14 

266 

2.85 

- 

002 

023 

96 

2.14 

1.70 

2.03 

■ 

006 

0/41 

99 

1.15 

0.85 

133 

051 

021 

069 

100 

020 

029 

0.77 . 

0.08 

0.64 

1.13 

101 

Ofll 

056 

039 

067 

1.42 

1.74 


Est «0L tool Cteh 28562 Putt SASH. Pimm day's opal M. C ab 101052 Pm 132.436. 

Germany 

m NOTIONAL GERMAN BUND FUTURES (LFFE)* DM25QQQQ IQQths erf 100% 
Open Sett price Change High Lew Esl vol Open int 
Dec 103.69 103.72 -008 103.76 103.48 141854 240058 

Mar 10501 103X13 -0.04 103.08 102.81 10311 31801 


■ BUND FUTURES OPTIONS (UFFE) 0*230000 pointo of 10096 


Strike 

Price 

Jan 

Fob 

CALLS ~ 
Mar 

Jun 

Jen 

Feb 

PUTS — 

Mte 

Jun 

10300 

0.47 

075 

057 

• 1.13 

0.44 

072 

0.S4 

1.79 

loam 

024 

052 

072 

063 

0.71 

059 

1.19 

259 

10400 

012 

064 

032 

0.76 

158 

151 

1.48 

2/42 

Est vo*. total. Cato 9997 Putt 7732. Previous day’s open ML. Cato 102585 Putt 98011 


■ NOTIONAL GERMAN BUND (BOSLj FUTURES 
(DTB) PM2S5000 100tf»ql 10094 . 



Open 

Settfotce Change 

High 

Low 

EsL VD* 

Open rrt. 

Doc 

103.98 

103.91 

-5.13 

104.03 

10369 

114519 

232563 

Mar 

10328 

10255 

-003 

10354 

10323 

13.943 

48,567 


■ NOTIONAL GERMAN BOBL FUTURES (UFFET DM250.000 lOOfts of 10096 



Open Sea price Change 

Htfl 

Low 

EsL vd Open inL 

Dec 

103.99 10451 

•054 

10452 

103.90 

13,154 

15,891 

Mar 

10329 10353 

-053 

10353 

10323 

186 

4.120 

Italy 







■ NOTIONAL ITALIAN GOVT. 

BOND (BTP) FUTURES 



(UFFE)* fare 200m lOOths of 100% 






Open Sett pries Change 

High 

Low 

Esl vd 

1 Open inL 

Dec 

113/48 113.60 

+0.10 

11356 

11355 

45726 

115075 

Mar 

11366 11355 

+059 

113.95 

113.74 

9833 

17282 

■ ITALIAN GOVT. BOND (BTI^ FUTURES OPTIONS (LFftl) Lra2D0m lOOhs at 100% 

Strike 


i 



M rrtf H 


Mar 

Jun 


Mar 

nJio 

Jun 

Price 

11360 

127 

1.76 


062 


1.31 

11400 

059 

150 


154 


155 

11430 

0.75 

127 


150 


162 


Esl *oL total. Cals 72S Putt 1063. Provtoua cte/a open int, Cate 18926 Putt 246» 


Nov 25 

Red S&P 

rtatw Coupn Ratoig 

Bid 

Price 

BM 

Day’s 

chge 

Mat's Sprd 
chge v 
ykJ Govts 

■ UTUT1ES 

Pac Bed 

07*2 

725 

AA- 

103.9170 

62S 

♦0.01 

-058 

+0.45 

NY Tel 

08/25 

7.00 

A* 

975483 

7.17 

+052 

-0.04 

♦1.11 

CWE 

eras 

850 

80S 

1086347 

650 


-aio 

- +056 

■ RNANCUL5 

GECC 05*7 

8.75 

AAA 

1165682 

6/41 

-0.01 

-0.09 

♦0.57 

Banc One 

08*2 

725 

fit* 

103.7095 

6.31 

+051 

-ao? 

♦051 

US West 

01*7 

750B8B+ 

102.6921 

659 

-0.01 

+0.05 

+155 

■ INDUSTRIALS 
WMXTech 04*9 

625 

A- 

995048 

655 

♦024 

+0.48 

+0.83 

WaJ Mart 

05*2 

6.75 

AA 

102.0686 

621 

+052 

-055 

+0.41 

Dayton Hud 

06*1 

9.70 BBS* 

128.8263 

7.1b 

-052 

-0.13 

+159 

■ AOENCCS 

FHLMC 

04*7 

7.14 

N/A 

1065919 

6.14 


-a is 

+050 

SLMA 

03*0 

750 

N/A 

1035662 

569 

+002 

-0.04 

+0.15 

FNMA 

02/18 

855 

N/A 

1285118 

644 

-053 

-025 

+058 

FFC8 

06*6 

895 

N/A 

1185689 

614 

- 

-0.14 

+030 

■ WGHYIHJ3 
Stone Cent 

02*1 

958 

B 

101.6250 

0.00 




AKSH 

12*1 

9.13 

Be- 

103.0000 

050 

- 

- 

- 

Pacaita 

06*4 

10.75 

B- 

an yam 

050 

- 

- 

- 


Now Vbrk etang Scuta toWULlt n u Dato/FT totarraaflon. 
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US INTEREST RATES 


Latest 



Treasury Bats aid Bond Viafels 
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Brake icon rale 

RNIteto — —— — 
FedJkrek te takrvBdtoa 

Oeea nonfe— 

Sh noteti 

Ore yea — 

629 Pre yaar 
. 545 10-yaar 
547 XHear 

580 

554 

805 


Day’s Mitt's Spread 


NOV 26 

Red 

ttac Cotpon 

SAP 

Hating 

Bkl 

pnoe 

B>d 

y« 

efige 

yU 

engo 

rid 

Govts 

m EURO DM 

BB 

02TJ7 

5 750 

AAA 

101 4TCn 

555 

*02 

-ai? 

♦057 

Span 

01*7 

5.750 

AA 

100 7900 

563 

+aoi 

-a is 

+015 

pnkpMorra 

03*4 

5575 

A 

33.0400 

5.63 

+05 1 

-0.13 

+037 

ABN Amo FRN 

03*5 

1625 

ltd 

99630U 

5.50 

+052 

-0.17 

+0.14 

■ EURO FFB 

Austria 

01.54 

5500 

AAA 

1013600 

523 

+052 

-0.15 

•502 

ABBey Nat 

02*4 

£500 

AA 

103 3700 

534 

+051 

-aos 

+0.13 

OwlFwcW 

02*4 

9.126 

A 

117 7400 

5.65 

♦052 

-aio 

+544 

ADbeyNatFRN 

09*6 

4.510 

eve 

1013543 

422 

+051 

-ai& 

-156 

■ EURO LIRA 

EJB 

02*.- 

7.000 

AAA 

1033500 

5 81 

•004 

-024 

-507 

Abbey Nat 

02. or 

6800 

AA 

104.6200 

5 53 

-301 

-051 

•059 

WdtOsncv 

06*0 

&.es?5 

n'J 

1C, >700 

562 

-0.01 

-033 

*039 

Abbey Nat FRN 

0157 

8500 

AAr 

104.0475 

686 

-051 

-4L75 

+598 

■ BKO£ . 

BB 

1257 

7.625 

AAA 

1056561 

664 

-0.02 

♦0.03 

+020 

□reskier Bk 

12.07 

7.750 

AA- 

1032500 

728 

-051 

+559 

♦0.74 

BBS 

0107 

8375 

A* 

1062500 

7.4 1 

-0.01 

•508 

•067 

Abbey Nat FUN 

rate 

7630 

AA 

1005396 

677 

*058 

+506 

♦501 

■ EUROS ' 









BB 

04.07 

7250 

AAA 

106.7496 

627 

+0.0? 

-517 

+0.40 

ABN Amro 

06rD7 

7.125 

AA- 

103 8854 

657 

+0.02 

-056 

♦570 

□uteiec 

01*7 

7500 

A+ 

102.7054 

660 

+052 

- 

•0.73 

Citicorp FRN 

0254 

5.781 

A+ 

9S63B0 

567 

+052 

+513 

♦054 

M BUROCS 
Bayer L-Bk 

08*4 

9.500 

AAA 

1202126 

5.76 

+054 

+507 

♦517 

Toronto 

05.04 

8500 

AA* 

1146031 

568 

+05* 

-501 

+0.10 

Bel Canada 

07*9 

1Q625 

A+ 

106.6315 

492 

+057 

♦511 

- 

Deutoche B FRN 

09*2 

5675 

AAA 

1016582 

560 

♦054 

+021 

+058 

te EUROYBI 

World Bank 

03*2 

5250 

AAA 

1176000 

151 

♦052 

-0.10 

-051 

Spam 

03*2 

5.750 

AA 

1192000 

159 

+0.04 

-508 

+507 

Oed Ftxioer 

OB*r 

4.750 

A 

1146532 

151 

+054 

-aw 

+0/49 

toly FFS>i 

07*9 

0694 

AA 

1003818 

0.18 

♦054 

♦058 

-0.18 
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UK BONDS 


FTSE Actuaries Govt. Securities UK Indices 

Price Indees Wad Day's Tuo Accrued xd ad). — Law coupon yiafd — • Modkim coupon ytaid - — High coupon yMd — 


UK Gfta 

Nov 28 

change % 

Nov 25 

tmores 

ytd 


Nov 28 Now 25 Yr. ago Nov 26 Nov 25 Yr. ago Nov 28 Nov 25 Yr. ago 

1 Up to 5 years (19) 

11552 

-an 

11965 

238 

9.4? 

5 yrs 

6.73 6.67 7.14 ■ 

062 

578 7.18 

586 

681 

723 

2 5-15 years (20} 

158.04 

-057 

158.15 

549 

9.73 

15 yrs 

548 549 7.66 

548 

549 7.84 

559 

658 

7.82 

3 Over 15 years (4) 

19251 

519 

19165 

552 

9.77 

20 yrs 

648 6.49 . 7.72 

8.45 

647 7.69 

667 

557 

736 

4 Irredeemables (4) 

22839 

512 

22612 

161 

14/48 

Irred-t 

836 667 7.73 






5 All stocks (47) 

151.10 

-0.03 

151.14 

533 

9.87 















— Wtetton 5% — 


— InttMtcai 10% — 



Mex-Snked 







Nov 28 Nov 25 Yr. ago 

Nov 26 Nov 25 Yr. ago 



6 Up to 5 years 

21060 

002 

21058 

594 

6.09 

Up la 5 yrs 

527 527 514 


2.53 263 

2/46 



7 Ovar 5 years (105 

213.15 

0.03 

21610 

134 

5.76 

Over 5 yrs 

517 517 548 


2.96 2.96 

329 



8 All stocks (12) 

21161 

ao2 

211.75 

129 

576 









A**raae Otoob rvMnpaan yMds are anown a ton. Comcn Bands.' low; OM-7%%; Madhirrc BU-iOHJfc Hgtt 11% and ovar. t Flat yttkl ytd Yaar to data 


FT Fixed Interest Indices 


10 YEAR BENCHMARK SPREADS Spain 


No»2B Noa2S No* 24 Nw2l Nona Yraga Lou* 


Noy 26 Nov 25 No* 24 No» 21 Nov 20 Yr ago HgJT Low* 
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CURRENCIES AND MONEY 


D-Mark dips before Thanksgiving 


By Simon Kuper 

The D-Mark slid yesterday 
after breaking through key 
technical levels. The yen 
held firm against the dollar, 
as panic over Japanese 
banks faded somewhat But 
trading was light ahead of 
today's Thanksgiving holi- 
day in the US. 

Hiroshi Mitsuzuka, Japa- 
nese finance minister, and 
Yasuo Matsushita, governor 
of the Bank of Japan, i«nad 
a Joint statement appealing 
for calm among the public 
and In the markets, saying 
that there were no more 
major bankruptcies ahead 
among financial institutions. 
The Yamaichi brokerage hart 
collapsed this weekend, and 
Tokuyo City Bank, a small 
regional outfit, fell yester- 
day. Ryu taro Hashimoto, 
prime minister, emphasised 
that the authorities' mission 
was to protect depositors, 
investors and the financial 


system, not to rescue failed 
institutions. 

The comments boosted 
Japanese shares. However. 
Carl Weinberg, chief econo- 
mist at High Frequency Eco- 
nomics in New York, pre- 
dicted that Tokyo would 
take advantage of the thin 
markets over the long 
Thanksgiving weekend to 
close another institztticoL 

The dollar shrugged off a 
slight downward revision to 
third-quarter US gross 
domestic product, and a sur- 
prise fall in durable goods 
orders for October. 

The busiest exchange rate 

yesterday was D-Mark/yen. 
with the yen breaking 
through resistance at Y7Z60. 
The D-Mark’s faD against the 
yen pushed it through the 
key DM1.7520 level 
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the dollar. 

Nick Parsons, currency 
strategist at Paribas Capital 
Markets in London, said the 
yen had been inclined to 
bounce against the D-Mark 
because almost the entire 
market was abort the Japa- 
nese currency. “Even dumb 
Investors, even the slowest 
of the slow, are short of yen 
by now," he said. Few trad- 
ers wanted to leave for 
Thanksgiving with heavy 
long positions, so they were 
quick to take profits on the 
D-Mark's recent rise against 
the yen. 

The D-Mark fell 1.5 pfen- 
nigs against the dollar to 
DM1.759 and Y0.74 against 
the yen to Y72.40. The dollar 
was barely changed against 

the yen at Y127.4. 

The South Korean won 
rose 1 per cent after S local 
merc han t banks were forced 
to sell their foreign currency 
assets and the government 
announced a package to sta- 
bilise the stock market and 
interest rates. 


Dollar . 

Trade-wtffflhtod Index 

106 



Jan 1997 No * 

Sauce DMutnurtCV . ■ 

■ Sterling continued its 
recent slide against the dol- 
lar, triggering stop-loss 
orders after breaking 
through the $1-6850 level on 
Tuesday. Mr Parsons noted 
that Gordon Brown, the UK 
chancellor, had lowered his 
economic growth forecasts 
in Tuesday's pre-Budget 
statement 

A widening in the UK 
trade gap in September also 


damaged sentiment. The 
doubling in the trade deficit 
to £USbn from August was 
seen as a sign that the 24 per 
cent rise in sterling since 
August 1996 had finally 
begun to do damage. Ravi 
Bulchandani, senior cur- 
rency economist at Morgan 
Stanley in London, said: 
“For this stage of the cycle, 
exports are still doing much 
better than expected." But 
Mr Parsons said that even if 
the monthly trade deficit did 
not grow further, next year's 
current account deficit 
would far exceed Mr Brown's 

forecast of £7.25bn. 

The pound dropped l cent 
against the dollar to $1,671, 
but rose a pfennig against 
the D-Mark to DM24S0. 
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UAE 


■ The Australian and New 
Zealand dollars have yet to 
suffer the full impact of the 
Asian devaluations, says 
David Abramson of the Bank 
Credit Analyst Research 
Group in Montreal. 

Both currencies have 
fallen against the US dollar, 
but they have soared rela- 
tive to the stricken Asian 
currencies, which represent 
one of their key trade 
regions. But that is just the 
start of it. Another problem 
for the Australasians is that 
Asia, as a labour-intensive 
area, is a heavy user of com- 
modities. The likely decline 
in this use would be a partic- 
ular blow for Australia and 
New Zealand. 

Furthermore, the Austra- 
lian dollar, after a phase of 
fiscal restraint and with 
interest rates below US lev- 
els. was in □□ shape to with- 
stand attacks. New Zealand 
rates are high - more than 7 
per cent - but the economy 
cannot sustain such levels, 
says Mr Abramson. 
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(Scft) 

208903 

OFi> 

6OB390 

(DKrJ 

11.1927 

(FM) 

8-8785 

(FFi> 

05400 

(DM) 


ff>> 

461.138 

m 

1.1285 

(U 

288089 

(LFi) 

608390 

P) 

3-3135 

(NKi) 

128212 

(Es) 

30088? 

(Prat 

246.494 

(SKf) 

122948 

(SFr) 

28688 

(Q 

. 

- 

1X844 


1.1285 406021 263-306 


- 1633380 


(Peso} 16706 -06097 701 - 711 16780 16696 

IRS) 14545 -06115 530 - 551 14632 14535 

(CS1 26803 -04029 733 - 812 26903 26720 


(5) 

1.6710 

1 East/ Africa 

(AS) 

2X468 

(HKS) 

12-9177 

(Pal 

64X506 

(Shk) 

52127 

(V) 

2I2JM4 

(MS) 

58569 

(NZS) 

2-7024 

(Peso) 

S7JS38 

(SR) 

52673 

{SS) 

£8669 

IB) 

8.1119 

(Won) 

1B54B1 

TO 

54.1329 

(Bt) 

685994 


20.6207 

4X 

20X989 

07 

19X685 

3X 

1025 

Austria 

peh) 

8DX242 

43 

«usea 

23 

58X512 

3X 

102.1 

Baigwm 

rsFt) 

11.1566 

39 

11-0024 

3X 

10X370 

32 

1045 

Danmatk 

(DKr| 

88459 

4X 

a7S2 

3X 

85795 

3X 

81.0 

Frtana 

(FM) 

98063 

42 

97448 

3X 

9X936 

35 

10SX 

Fftnce 

(FFr) 

2-B2BS 

4.1 

2X12 

3X 

2X373 

35 

iiyia 

Qenrany 

fflM) 

484X9 

-&7 

470307 

-8-0 

480,796 

-6.4 

65.7 

GfMce 

PX 

1.1276 

IX 

1.1248 

IX 

1.1042 

22 

975 

tntond 

0E1 

Pfimns 

12 

2870.76 

IX 

2817X 

22 

76X 

ruty 

OJ 

60X242 

4l3 

600549 

3X 

58X512 

3X 

102.1 

Onamboura 

(LFr) 

3J301B 

42 

32818 

3.B 

3.1976 

35 

1015 

NathwUnds 

CT 

119803 

4.1 

112106 

3.7 

11X424 

32 

98X 

Norway 

WKf) 

299.749 

2X 

298X44 

2£ 

291.709 

2.9 

917 

PdRugai 

JE3) 

247-888 

2X 

246X83 

2X 

241X31 

2X 

76X 

Spain 

(Pla) 

12.8603 

32 

12X015 

2-Q 

125945 

2X 

8SX 

Swedon 

(SKr) 

2.3565 

62 


5.5 

22431 

5X 

1DBX 

Swteartand 

PFr) 

- 

- 

- 

• 

ra 

- 

104.1 

UK 

n 

1X803 

32 

1X732 

3.0 

1X414 

2.9 

- 

Ecu 


" 

" 



" 

" 

- 

SORT 

Amarioaa 

" 

- 

- 

- 

- 

- 

- 

- 

Argendna 

(Peso) 

- 


- 

- 

. 

. 

. 

BrazB 

W 

2-3729 

37 

2X598 

3X 

2X083 

3-0 

825 

Canada 

(CSJ 

13.888 -15.1 

142073 

-14X 

155518 

-13.4 

- 

MMdco (New Peeo) 

1X684 

12 

1X638 

17 

1X425 

17 

1072 

USA 









PacBcAOddb Ea^fA 

2.4415 

22 

2X308 

26 

2X855 

25 

87X 

Auatraia 

(AS) 


126820 

366880 


54133 
54882 
1.7503 
276465 
1.4003 
172465 
366890 
14830 
7.1940 
179.750 
148.710 
7.71 £7 
1.41 7B 
14710 
1.1258 
0.73076 


+0.17 

<0621 

+066 

+0.0489 

+06621 

+0.9156 

+243 

-06112 

+156 

+0621 

+06178 

+06913 

+145 

+1625 

+0.1076 

+06084 

-06095 

-06107 


705 - 844 
830 - 950 
972 - 992 
IDS - 157 
887 - 897 
590 - 596 
BOO -030 
783 - 833 
350 - 460 
830 - 950 
826-833 
930 - 950 
700 - 800 
690 - 730 
142 - 192 
171 - 181 

706 - 714 
2SS - 260 


126850 

363700 

BJ025 

56163 

54932 

1.7607 

275.150 

1.4897 

172560 

366100 

16843 

7.19S9 

173400 

148.750 

7.7261 

1.4203 

14793 

1.1346 


122880 
359350 
54452 
52729 
54440 
1 7458 
273480 
1 4783 
17lO.Se 
356350 
1.3673 
7.1053 
178 480 
147400 
7 6329 
1 4075 
14698 
1.1249 


126594 

352163 


52019 

5.8775 

1.7561 

278.4 

1.4797 

1725 

382163 

1.9791 

7.1808 

179.66 

148436 

7.7061 

14124 

16684 

1.1271 


24 

24 

26 

2.4 

22 

-104 

06 

-0.7 

24 

2.4 
22 
06 
04 
13 

4.4 
16 

-14 


123205 

36295 

64669 

52W3 

5857 

1.7502 


24 
2.1 
1 S 


21 


292.67 -9.7 


14793 


24 


1725.42 -02 


36495 

1.9725 

7.1586 

179475 

148385 

7.6912 

1.404 

1.6638 


21 

2.1 

25 

-34 

04 

12 

24 

1.7 


1.1295 -12 


12163 
3544 E£ 
6 635:' 
52233 
5.7-35 
1 7273 
2984 
1 4076 
■*715 5 
35 61C5 
1 9468 

ross 

177.65 

146435 

74677 

14657 

16425 

1.1296 


16 1222 
1 5 134 1 
1.7 52 C 

13 12A4 

14 1332 
-94 K.6 
-05 

3 5 753 
19 1223 
19 1014 
14 384 
12 323 
12 76 9 
DC 85 £ 

3 7 1084 
1.7 1D4 3 
-U 


■ SUBOR FT London 

interbank Fixing 5"« S* fi 

USDotarCOl - 5<U 5.43 545 566 

ECU Unhid Ds - 4; 4- 4: J-; 

SDR LMked Da 3'J 3'a 32 •*- 

s LECH LHK8W r.+ing nue tn rftmta ram (at tiam gurert +4 Iftr nwrVe> tr< "XT 
ntmn» banks at t’am earn wcw+ng uey Tip banka art Bwiwn lit*, to* Cl fovyi 
Mcmw 1 iur-jjT anJ nt ao n ai Wam auw 

Uc -ass am iron ta tm Oanezs ILvi Ram LtS Ob. ECU 1 lt«m DmsJj % 

EURO CURRENCY INTEfSST RATES 

Nov as Snort 7 & ivs One Throe £+< One 

term netee mcnUi mnrths months mar 


Omen Krone 
Gonrjn Mark 
aaoft Oc-^lfr 
Frens-ft Frans 
Portug-jrac Esc. 
Sponaii Pesaa 
SSBLlO 
Swiss franc 
Ca-ocsan 
US Do’tc 
na jrr 

Japanese Ven 

t&jr. ST+rg 


m Tmn MONTH MUM WH UBM B , MAI IF For is Media;* l'H.+oJ uto 


5*a • 

ft 

21’ 

m 

3,i 

3i» 

3U 

3!i 

3Ji 

• klij 


4<l 

ft ■ 

3A 

Mi 

if* 

3-r 

3T« 

4.V 

3*' 

4,V 

- 4 

4 1. 

J *. 

3.*. - 

Si! 


31* 


2\i 

3« 

3i! 

J'; 

2'.; 

4rf*4 

4 

2?4 

- 3 

31? 

ft 

31a 

31J 

3li 

3Ji 


ft 

4+2 

4i"j 

-V* - 


3lj 

3|j 


JU 

Jii 

V. 

y.i 


4li 

JL« 

. 5>*« 

■ 5 

r-i 

MV 

Ml 

61; 

5*S 

5.*- 

5.4 

4." 

4 J 

41i 

Inj 

■ 5 



ft 

5i 

Wj 

412 

4t. : 

4;J 

ft 

ih 

71. 

- 7 

ri- 


7,J 

ft 

71* 


7JJ 

?jL 


*i) 


- 1 

i!i 

Ifl 

lid 

Ui 


i-V 

MB 

Til 

•ra to 

MI 


' 3~r - 

ft 

4 1*2 

•Hi's 


Jti 


4 * 

4t 4 

4W 

4ti 

a.. 

- 

b<7 

Mi 

tft 

-..t 

Ml 

M 

ft 

ft 

e, *z 

:?? 

fl) 

■ 

f -a - 

f<‘4 

cw 

F-2 

6*4 

C'i 

BjS> 

t;i 

w 

m: 

‘■O 

■i'fi 

» 

u • 

14 

■1 

u 

• > 

'•* 

iJ 

i*3 

* 

' -4 

j 


4>4 

■ to 

t - 

5 V 

6 - 

ft 

6 - 

4 

ll 

5*4 

6 

ei 


tot ft 

ui. 

aum 

<m4 1 

cm otters: 1 < 

»l< Hr 

•ft- ■■.'tie 




04088 AX0001 997 - 908 
1.1098 -02006 097 - 099 
1X345 +00063 342 - 247 


541Z7 -02278 044 - 209 


1.6710 -02095 708 - 714 

fidefla E wtf/ W 

Auatrafia (AS) 2X468 -0.0063 453 - 482 

(HKS) 124177 -00734 137 - 218 124802 124067 12422 -04 12491 -22 132973 -24 

64X505 +00663 848-150 644890 644090 
54238 54044 
>14X80 
54030 
22211 
8X430 
04880 

24831 9ftoti 


04998 0.9997 
1.1102 1.1097 

1X250 1.4171 1.4223 14 
84130 84030 8424 -174 


1X183 1.7 

8439 -Itl 


14354 14 828 

9.488 -154 

• 1074 


Hong Kong 
hrfa 
Esraai 
Japan 
Malaysia 
New Zealand 
PhtSppmaa 
Seucb Arabia 
Singapore 
South Africa 
South Korea 
Taiwan 
Thailand 

t toB tor Now 25. BXKodw epnadi In Hw Aud Sp* afcb atom ooly the M One decTnd pbeae. Eaerbg Indec odcubled by me Bw* of Biebnl Bom 
onngo ISM > idol ihbi tolmad tBW. Bkt oflw. o« apot ram Mdtonmd aoe b bodi «* and •» Dalw mb a« debed tan HE WWRBlTBis 
CUSING SOOT and FORWARD RATE eanfeM. Same vekae am BinM by Se F.T. 

The e mlan ge rate. printtKl in itai im+a tn abfl ewXoMB an Bw Intemat at hUpcffiiiw»FrjB«n 


CROSS RATES AND DERIVATIVES 


Hong Kong 
trrfa 


1X842 +04045 B37 - 548 
(HKSt 7.7305 - 300 ■ 310 

(R^ 384700 +04575 400 - 000 38.6750 384300 
34384 +04034 343 - 42S 


1X648 1.4605 1.4634 0.7 
7.7310 7.7300 7 745 -24 


1X606 

7.BOS 


04 

-10 


1X5C1 1.0 88. 

84955 -47 


(Shk) 


34438 15343 


211529 

7X 

209X04 

7X 

197754 

7.1 

1202 

Japan 

M 

127X75 

-016 350 - 400 

127X40 

126.770 

12878 

5.6 

125X55 

57 

120X9 

52 1202 

5X533 

0.7 

5X724 

-1.1 

62056 

-25 

■ 

Malaysia 

(MS) 

3X050 

+00167 000 - 100 

3X200 

3.4920 

3X082 

-1.1 

3X235 

-22 

3XSG2 

-42 


27016 

OX 

27007 

OX 

2690 

02 

1087 

NewZariand 

(NZS) 

1X172 

-0201 B 163 - 181 

1X181 

1.6163 

1,6203 

-22 

1.8257 

-2.1 

1.6445 

-1.7 


58X101 

-1QX 

59.9852 

-132 

65272 

-122 

- 

PHUppkws 

(Peso) 

34.7000 

+0.1 500 -500 

35X000 

34X000 

35269 

-122 

38059 

-187 

39X16 

-142 


82596 

IX 

62461 

IX 

81759 

IX 

- 

Seud Arabia 

(Sfl) 

37506 

-00002 505 - 507 

3.7507 

17505 

87519 

-84 

87541 

-04 

3.7599 

-02 


2X72 

-2X 

2X688 

-03 

2.6482 

07 

- 

Singapore 

fSS) 

1X960 

- 955 - 965 

1X990 

1X930 

1X015 

-4.1 

1X04 

-22 

1X123 

-12 


8.1737 

-0.1 

82699 

-72 

8.6596 

-88 

- 

South Africa 

P) 

4X545 

+02045 530 - 560 

4X610 

4X530 

4X99 

-112 

4X705 

-92 

5272 

-ax 


- 

- 

- 

- 

- 

- 

- 

South Korea 

(Won) 

111020 

-11.75 000 - D00 

112320 

110020 

- 

- 

- 

- 

- 

. 

. 

54X678 

IX 

53X537 

IX 

53X961 

IX 

- 

Tahran 

(TS) 

32X955 

-01095 860 - 050 

32X400 

32X840 

32X065 

-OX 

32X28 

-OX 

32X08 

-OX 

- 


TMBand {Bt} 394500 -048 000 - 000 404000 394000 .40.135 -84 

t Ttm rmn pnr T frr rinr Ti fllfirntlnr mxeerli n ihn pnlw npnt W*i nhnm rnity Ifte ten Ihne 
US cmency. jj>. Morgan non+nd kidbes Noe 2& Base average IBBDaiOD. 

The exchange ram prxaea hi rMeeddBaeaboaueMMoniiieraameia Mp^AmMtFTeom 


40.455 -6.1 

pbow.UK. 


42475 -64 - 

3 BCU are ouoba m 


Open Sen pnen Change High Lnu E - .?. crl i'*wn rl 

Dac »X6 96 27 .031 W, rO 91.25 J.SUi 'Clifi 

Mb: 9636 9007 - 9690 3CD5 lf-.CV.l.* 57.-3*. 

Jim 95.65 95.65 - DL< H7 45 H4 6". 5 .V "44 

■ TMftni MONTH HNKMUK niTUMS HjnT<' DM 1m txr.nfc cl 1LV \ 


Opwi 

K«T ia.cn Change 

high 

Low 

Eu «.4 

C'pMn m 

Dec 

96 IB 

98^1 


96 20 

■Jr. TO 

.ipyw 

. *V4 

Mar 

aces 

96.96 

•CO! 

dc on 

06 01 

21-VHi 

.C4-4r. 

Jun 

D5 87 

01B8 

-0 01 

9T.H0 


.mot; 


Sep 

91 7D 

98 .*D 

41 01 

95 71 

•Ot.7 

I.TkYi 

3 ‘ 7’ *r. 

■ Dm MONTH lUNOMAHK PUTURB* iLIFTE? 

DM Jin uhiuauf too.. 


Open 

3«T prcc CftanjB 

H01 

Lan 

Fa vX 

'."V+re -rt. 

Dec 

9616 

.16 16 


9f. 16 

0t 10 

401 

"TC2 

Jan 


96 31 

>0 01 



.1 

lOC 

Frt> 


9624 

-OD1 



0 

t.TJ 

Mar 


» If. 

*0 01 




'X' 

■ TMMC HONTH KUHOURA PirTUMS (LlFFD* LIUOOin p.w.u of IOC". 


Open 

Setl puce Change 

Kgh 

Lmv 

Eva »ci 

Open art 

Dec 

92 63 

3391 

• 0 07 

93 92 

92 B1 

12477 

1 1447 1 

Mar 

94 66 

94 E8 

• DO! 

D4 0S 

94 UI 

1 4'. yci 

1 W.7 

Jim 

95 12 

9614 


35 14 

91 10 

7L If. 

»2. •»h- 

Sep 

95X3 

9129 

•0.01 

9130 

95 23 

3940 

7311.’ 

■ TUBES MONTH IUN0 SWISS ItoANC niTUMS tXSFFCl EFUm csw r f ICC-, 


Open 

Seri price Change 

Mqlh 

Lo* 

Us: koi 

litpni «n 

Dec 

97 B3 

97 97 

•004 

97 97 

07 90 

£W8 

ftJWs 

Mar 

97 93 

97 96 

+ 004 

97 97 

97 86 

20364 

47623 

Jun 

97 77 

97 84 

• 0.06 

97X5 

97 77 

7947 

J24.M8 

Sep 

97.64 

97.63 

+0.05 

97.70 

07 61 

4391 

17435 

■ THHBE MONTH EUROYEN FUTURES lUFFEl YlOQm pomn of I00" a 


Open 

Sett pi Ice Change 

High 

Lem 

Eat voi 

Open ait 

Dec 


99X3 

-006 



0 

ru 

Mar 


99X3 

-0 06 



□ 

nj 

Jun 


99X6 

-D 03 



a 

ru 

■ THREE MONTH ECU FUTURES (UFFE) Ecu Ire pants et 



Open 

Sott pnee Change 

High 

Lc-jw 

Er4 wjl 

Open mt 

Dec 

95 40 

96.42 

+0 01 

95.42 

95 38 

1601 

8547 

Mar 

96 35 

95X7 


95.37 

95.35 

296 

7080 

Jun 

95X4 

95X4 

001 

95.34 

95 32 

295 

6377 

Sep 

95X9 

95X2 

+0.01 

95X2 

9529 

285 

7094 


■ UFFE luniiea also baaed on APT 

■ KUROURA OPTTOMS (UFFEl LI 000m poHiU of 100% 


Stria 
Price 
9375 
MOO 
MSS 

Est ML mb). Cota 4066 Puts 2832. Prwrtouo day's am M-. Cato 235320 Puts 1*J136 


Dec 

- CALLS - 
Mar 

Jun 

Dec 

- PUTS - 
Mar 

Jun 

020 

0.95 

1X1 

004 

002 

0.C2 

0.05 

0.72 

117 

0.14 

804 

803 

OOl 

050 

0.94 

0.35 

0X7 

0.05 


EXCHANGE CROSS RATES 

Nov 28 BR DKr FFr 

DM 

K 

L 

FI 

NKr 

Ea 

Pta 

SKr 

SFr 

E 

cs 

$ 

Y 

Ecu 

Belgium 

(BFr) 

100 

1846 

1623 

4X48 

1X61 

4751 

5X64 

19.82 

405X 

4082 

2T26 

8906 

1X49 

3X25 

2.756 

351.0 

2448 

Denmark 

(DKr) 

64.1 B 

10 

8792 

2X27 

1X06 

2S74 

2X61 

1074 

2684 

222X 

11X2 

2.110 

0X83 

2.127 

1493 

1902 

1XB8 

France 

(FFi) 

61X2 

11X7 

10 

2X87 

1.147 

2927 

8367 

1222 

3052 

252X 

1810 

2.407 

1X16 

2418 

1X08 

216X 

1X08 

Germany 

(DM) 

20X3 

8807 

3X47 

1 

0X84 

980.0 

1.127 

4.089 

1022 

84X3 

4X86 

0X06 

0X40 

0810 

0X68 

7240 

0X05 

Ireland 

0£) 

5874 

8919 

8721 

2X05 

1 

2553 

2X36 

10.85 

2662 

2202 

11.43 

2.099 

0X88 

2.109 

1481 

1B8X 

1-315 

Italy 

(U 

2.105 

8389 

0X42 

0.102 

0039 

100 

0115 

0417 

1043 

8X26 

0448 

0082 

0035 

0X83 

0058 

7X88 

0052 

Netherlands (FD 

1830 

8378 

2X70 

0X87 

0X41 

869.4 

1 

3X28 

90XS 

74X9 

8891 

0715 

0X02 

0718 

0X04 

6423 

D.448 

Norway 

(NKfJ 

50X4 

9X11 

8166 

2X48 

0X39 

2387 

2.736 

10 

2492 

206.7 

10.73 

1X71 

0X32 

1.960 

1X90 

177.1 

1235 

Portugal 

(E3) 

2819 

8726 

3276 

0X79 

0278 

950.1 

1.103 

4X02 

100 

82.73 

4293 

0789 

0X33 

0792 

0X56 

70.86 

0494 

Spain 

(PM) 

24X0 

4X04 

8960 

1.183 

0X54 

1150 

1X33 

4X38 

1202 

100 

5.1 89 

0X58 

0.402 

0X58 

0X72 

85X5 

0X97 

Sweden 

(SKf) 

47.03 

8880 

7.632 

2280 

0X75 

2234 

2X70 

9X23 

2322 

192.7 

10 

1X37 

0770 

1X46 

1296 

165.1 

1.151 

Switzerland (SFr) 

25.60 

4.725 

4.154 

1241 

0X76 

1216 

1X99 

5X75 

126.8 

104X 

5444 

1 

0422 

1.005 

0705 

B9.85 

0627 

UK 

(£) 

6884 

11.19 

9X41 

2240 

1.128 

2881 

3X14 

1 70? 

3004 

248X 

12X9 

2X69 

1 

2.380 

1.871 

212X 

1.484 

Canada 

ICS) 

25X7 

4.702 

4134 

1235 

0X74 

1210 

1X82 

5X50 

1262 

104.4 

5417 

DXH5 

0420 

1 

0703 

8942 

0X24 

USA 

m 

3829 

3X96 

5.889 

1.759 

0X75 

1724 

1X83 

7.194 

1788 

148.7 

7.717 

1.418 

0X96 

1425 

1 

1274 

0888 

Japan 

(Y) 

28X9 

5259 

4X24 

1X81 

0X30 

1354 

1X57 

5X48 

141.1 

116.7 

8X58 

1.113 

0470 

1.118 

0.785 

100 

0X97 

Ecu 


40X5 

7X41 

6X30 

1X81 

0-760 

1941 

3M? 

8X99 

202X 

167X 

8X87 

1X96 

0X74 

1X04 

1.128 

1434 

1 

Dm* Know. Francft Franc. McnwgUn Kronor, gte Smdte Kmnw porlft Botfia fiwe. Yon. Bsajda, Ura m Fan par 100. 
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COMMODITIES AND AGRICULTURE 


Opec seen likely to lift production ceiling 


Saadi Arabia is reported to have 
made progress in persuading the 
Organisation of Petroleum Export- 
ing Countries to agree to a sub- 
stantial increase in the group's 
production ceiling of just over 
25m barrels a day. 

Opec oil ministers meeting in 
the Indonesian capital began their 
deliberations yesterday, aithrmgh 
the production celling and the 
level of individual national quotas 
were not on the agenda during 
their first, brief formal meeting. 


Crude oil futures weakened on 
the news from Opec and on fig- 
ures from the American Petro- 
leum Institute showing US heat* 
mg oil stocks had risen last week 
to 14.7m barrels more than a year 
earlier. The January contract on 
the New York Mercantile 
Exchange was down 58 cents at 
SI 9. 14 a barrel around midday. On 
London's International Petroleum 
Exchange. January Brent fell 63 
cents in late trading, to $18.46. 

Opec delegates said consulta- 
tions between member states had 
revealed a growing recognition 
that the group could expand out- 


put without triggering a steep 
price falL But support for an 
increased ceiling is not universal, 
with some countries still harbour- 
ing doubts. Other delegates 
claimed most of the differences 
that have emerged so for are over 
the size of any increase. 

Saudi Arabia, the world’s big- 
gest exporter, is thought to favour 
an increase to about 27.5m bid. 
This would bring Opec's ceiling 
more into line with current pro- 
duction, which has been esti- 
mated as high as 28m b/d- Such a 
rise would lift the Saudi quota 
from 8m b/d to around 8JBm b/d. 


However. Opec countries produ- 
cing at capacity (and often above 
quota) and unable to bring new 
supplies cm stream in the short 
term would gain nothing. Neither 
would countries struggling to 
meet their quota 
Sceptics fear a formal increase 
in the ceiling could undermine 
prices. They also say changes to 
the ceiling and quotas in the past 
led to squabbling among members 
for bigger allocations. But one del- 
egate said no member had raised 
the issue of special treatment, and 
a pro rata increase had "more or 
less been accepted.” 


Saudi representatives are said 
to be arguing that the strength of 
worldwide 03 means the 

markets could easily absorb 
higher output from the Kingdom 
and other Gulf producers with 
spare capacity, such as Kuwait 
and the United Arab Emirates. 

Saudi estimates show global oil 
demand in 1998 rising by 2m b/d 
or more, with non-Opec producers 
unable to supply more than im b/ 
d of that. A number of non-Opec 
fields are due to begin producing 
in 1998. but s upport e rs Of a higher 
Opec ceiling say such fields will 
be phased in throughout the year, 


allowing increased Opec supplies 
to find a market. They also 
believe demand is sufficient to 
accommodate an expanded Iraqi 
oil-for-food programme. 

The range of estimates of 
demand for Opec oil next year 
starts at about 26 Jim b/d. and goes 
to a high of about 2&5m b/d. 

Abdullah Al Attiyah. Qatar's 
energy minister and current presi 
dent of the Opec conference, yes 
terday confirmed that the group 
would spend time over the next 
few days assessing the impact of 
Asia's recent financial turmoil on 
demand for oil. 


The new offshoot is confident of the metal’s medium-term future, writes Kenneth Gooding 


Anglogold puts brave 
face on drop in prices 


Break-even gold price 


$ par troy ounce* TOO 
Echo Bay 



l89Bflat*ntt» 


By Robert Conzine in Jakarta 
and Gary Mead in London 


B y one of those remark- 
able coincidences, the 
day after Anglo Amer- 
ican Corporation of South 
Africa announced it was to 
put all its gold operations 
into a new gr oup that would 
be the world’s "biggest and 
best” producer, gold's price 
fell decisively below $300 an 
ounce for the first time in 
12% years. 

Bobby Godsell, chief exec- 
utive of the new Anglo 
vehicle, called Anglogold. 
smiled ruefully yesterday 
and admitted that he the 
other executive directors 
had good reason to be 
nervous. 

In future their pay and 
bonuses will depend on 
Anglogold’s performance - 
whereas in the past they 
have been employees of 
Anglo, which has a much 
wider spread of interests. 

“The plans for Anglogold 
are bold, particularly against 
the background of a weak 
gold price.” he said. “They 
bear witness to our contin- 
ued belief in gold as both a 
source of adornment and a 
store of value.” 

Mr Godsell is no gold bull, 
but he does put forward 
strong arguments in favour 


COMMODITIES PRICES 


of the precious metal and 
those who produce it 

"Hundreds of millions of 
individuals, particularly in 
the world's developing econ- 
omies, clearly share our 
belief” he said. 

"For example, it is esti- 
mated that ssm Indians pur- 
chased one item or more of 
gold jewellery last year, con- 
suming more than 15m 
ounces of gold.” 

While worries about cen- 
tral haTiirs selling their gold 
reserves had hit the price 
hard, Mr Godsell said that in 
the medium term he was 
confident Institutional gold 
holdings would stabilise. 

"In a global economy with 
only one reserve currency, 
prudent reserve manage- 
ment must require some 
level of gold reserves,” he 
said. "This is particularly 
true of nations which, for 
policy reasons, choose not to 
hold 100 per cent of their 
reserves in US dollars. 

"The central banks of such 
nations have been increasing 
their gold holdings. When 
this happens, continued ris- 
ing jewellery demand, com- 
bined with constrained pro- 
duction, must be reflected in 
the price.” 


Mr Godsell said if the gold 
price stayed down at present 
levels, Anglogold would cut 
its costs further. In the past 
two years, since a new man- 
agement took a fresh 
approach to the gold mines 
managed by Anglo Ameri- 
can, there had been a switch 
of emphasis, away from vol- 
ume and reclaiming every 
ounce of gold, to value, and 
bringing out only profitable 
ounces. 

"We have put in manage- 
ment systems that show 
managers right down the 
line whether they are mak- 
ing or co nsuming money." 

Like much of the South 
African gold mining indus- 
try, Anglogold had more 
flexibility to fine tune pro- 
duction in its deep under- 
ground minus than rivals in 
Australia and North Amer- 
ica that usually mined open 
pits. By concentrating on 
areas with more gold in the 
ore, "we can mine less and 
still make profits”. 

Mr Godsell predicted that 
the sustained period of low 
gold prices would shut down 
those companies at the high 
end of the cost curve. 

Anglogold's cash costs of 
production do not look 


impressive compared with 
some of its big rivals, and 
are currently 8280 an ounce. 
But he insisted that cash 
costs were not the whole 
story. 

“Total costs, or break-even 
price, must be considered. 
As most of the operations 
forming Anglogold have 
been in existence for many 
years and have between 15 
and 20 years of life left, file 
amortisation charge relative 
to other operations in the 
world is low. 

“This, coupled with the 
fact that the company has 
virtually no debt of any con- 
sequence to service, results 


in total production costs that 
are only same $30 higher 

than rash COStS.” 

In any case. Anglogold 
was taking measures to 
reduce costs at its big Free- 
gold and Vaal Reefs mines. 
Cash costs would immedi- 
ately foil to $260 when these 
were completed and to $255 
with the inclusion of the 
mines the group hoped to 
buy from JCI. another South 
African resources company. 

Mr Godsell promised: 
“Plans are under way to 
rationalise service and over- 
head costs, which should 
effect a farther reduction. 
The intention is to unlock 


geological, operational and 
infrastructural synergies 
and to discontinue life-lines 
to ailing [mine] shafts. Con- 
sequently, only quality pro- 
duction units are being 
included in Anglogold. 
Within two years, when the 
envisaged synergies become 
effective, we expect cash 
costs to foil below $250 an 
ounce.” 

Anglo American will own 
more than 40 per cent of 
Anglogold, which will weld 
together South Africa's Free- 
gold, Vaal Reefs, Western 
Deep Levels, Elandsrand, 
Ergo. Western Areas and 
Joel gold mines with Sadiola 


in Mali and Navachab in 
Namibia. Offers will be made 
to shareholders based on 
recent market prices and Mr 
Godsell said he hoped the 
process would be completed 
in six months. Anglogold 
also hopes to acquire the 
gold operations of Minorco. a 
Luxembourg listed Anglo 
American associate, which 
would give it a much wider 
international presence. 

The balance sheet would 
reflect turnover of more 
than $2bn ($25bn with the 
JCI companies), net assets of 
$1.7bn ($2.5bn with the JCI 
assets), and cash resources 
of more than 5200m. 


Coffee 
perks lip 
on fund 
buying 


MARKETS REPORT 


By Gary Moad 

Investment fund buying 
yesterday helped colTee 
futures regain a little lost 
ground an the London Inter- 
national Financial Futures 
Exchange, the day's early 
low point of $1,686 a tonne 
tempting a return to the 
market. 

The January contract 
eventually closed at SI .832 a 
tonne. $30 higher than the 
previous close, with greater 
volume than seen recently, 
at 6J220 lots. 

The severity of the 
drought in Indonesia, 
caused by the latest El Nlfto 
weather pattern - a periodic 
warming of the tropical 
Pacific Ocean by a few 
degrees that reverberates 
globally - was felt In the 
market. There were indica- 
tions that Indonesian 
exporters had bought Viet- 
namese rob us ta beans in 
order to cover shortfalls. 

The Brazilian coffee-prod- 
ucing state of SAo Paulo said 
yesterday it would invest 
the equivalent of S360tt iu 
the coffee industry over the 
next fives years, adding 
50.000 hectares to the cur- 
rent 230,000 hectares under 
production. 

Cocoa futures continued 
to be stuck in a tight trad- 
ing range amid healthy sup- 
ply reports, although the 
March contract on LlfTe 
closed £4 higher, at £1,027 a 
tonne. 

On the London Metal 
Exchange zinc managed to 
recover in the afternoon 
from its early low of $1,140 
to close up $14 at $1,167 a 
tonne. 

Copper ended at $1,884 a 
tonne, $11 higher, in spite of 
continuing nervousness over 
the implications of Aslan 
financial turmoil for eco- 
nomic growth and demand 
for the more important base 
metals. 
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BASE METALS 


Precious Metals continued GRAINS AND OIL SEEDS 


LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Tracing) 

■ ALUMINHJM, 98.7 PURITY (5 per tonne) 



Cash 

3 rathe 

done 

1581-2 

1603-4 

Previous 

1567-9 

1595-6 

KgMovr 


1806/1595 

AM Official 

1577-78 

1600-01 

Kerb dose 


1606-7 

Open int- 

n fa 


Tom daly tranawr 

n/a 


■ ALUMINIUM ALLOY (S per tome) 

Close 

1445-50 

14BO-65 

Pluvious 

1435-40 

1452-55 

Hlgh/taw 


1465/1455 

AM Official 

1440-45 

1457-59 

Kerb dose 


1462-5 

Open mL 

rVa 


Total da6y turner 

n/a 


■ LEAP (S per tamej 


Close 

535-8 

552-3 

Previous 

536-7 

553-4 

High/taw 


555/545 

AM Official 

S30-1 

548-9 

Kerb dose 


554-55 

Open '*iL 

n/a 


Total daSy tranow 

n/a 


■ WCKB.CS par taring 


dose 

6210-20 

6305-10 

Previous 

614645 

6240-45 

HtghAaw 


6280/8235 

AM Official 

8170-75 

6275-80 

Kerb dose 


6305-10 

Open inL 

n/a 


Total defy tranowr 

n/a 


■ TM (5 per tamej 



Ctoae 

5830-40 

5755-60 

Previous 

5786-95 

5730-35 

High/low 


5775/5735 

AM Official 

5815-20 

5735-40 

Kerb dose 


5760-70 

Open W. 

n/a 


Total daffy turnover 

n/a 


■ ZINC, apodal high grade S par tame} 

Cfoae 

1143-5 

1166-7 

Previous 

IT 38-0 

1164-5 

HigMow 


1168/1140 

AM Official 

1127.5-28 

1153-54 

Kerb done 


11674 

Open fnL 

n/a 


Total daffy turnover 

n/a 


■ COPPER, grade A ft per tonne) 

Close 

1656.5-95 

1683-85 

Previous 

1B42-4 

1870-71 

High/law 


1696/1869 

AM Offidd 

1886-67 

1894-945 

Kerb dose 


1883-4 

Open Int 

n/a 


Total daffy turnover 

n/a 



■ ME AM OneW OS rata; 1.6735 
ME Ctaetafl PS rate 1.6705 


spa 1.67(3 3 (DUE ion 6 nte 1 JEM 9 nits 1.6532 


H HtGH CRAPE COPPB1 (COMEX) 



Sett 





Open 


prico ilrawiyl Nlflfi 

Lear 

Vd 

tat 

Dac 

8405 

+0.13 

65.00 

83 JO 11,064 13,774 

Jan 

84.8U 

-0.05 

8560 

8450 

1258 

2,419 

ra> 

BSJB 

+920 

saoo 

8910 

SB 

1J5B 

liar 

86.05 

+020 

8950 

8930 10664 29,825 

*1* 

8655 

+070 

8910 

B91D 

34 

1.451 

Hay 

66.70 

+0.15 

87 JO 

8920 

139 

4.488 

Total 





Z3J31 88,411 


PRECIOUS METALS 


■ LONDON BULLION MARKET 

(ftfeea auppCed by N M Bottiachfld) 

GofeftTroy oz) S price £ equhr SFr equhr 

Close 297. 10-297.60 

Opnrtrvj 297.6Q-29a.00 

Morning fix 297.00 177.663 421.502 

Afternoon flx 207.00 17TJS25 420.493 

Day's High 297.00-zsaoo 

Day’s LOW 29500-235.50 

Previous dose 30100-30200 

Loco Ldn Mean Gold Louring Rates (Vs USS) 

1 month 3.6i 6 months 3.70 

2 months 3-56 12 months 3.84 

3 months 3.58 


■ GOLD COMEX (100 Troy og^ Vtroy oz.) 



Soft 

Day% 



Open 


price change ffigh 

km 

W fat 

OR 

296.9 

-3.6 

3013 

295.1 37,007 14,526 

Jan 

297J 

-3.7 

3190 

3190 

4 11 

Feb 

2098 

-3.7 

302.5 

297 J) 43J87 96,654 

Apr 

3005 

-18 

303J 

2990 

1.757 19894 

Jaa 

302J 

-4.0 

3035 

301.5 

399 11.963 

AOfl 

304.B 

-4.1 

3055 

303.7 

47 4^06 

Total 





84JJZ111CJ31 

■ PLATINUM NYMEX (50 Troy 024 S/troy ot) 

Jaa 

3833 

+3J 

384 j0 

37X0 

2,704 10608 

AW 

3793 

+3.8 

380.0 

374.0 

448 2J241 

JN 

3799 

+3-8 

378.0 

378.0 

10 102 

Total 





3,1 BE 13,161 

■ PALLADIUM NYMEX (100 Troy oz.; S/tnqr ozj 

Dac 

20950 

+2.40 209.00 20900 

917 981 

Mar 

207 JO 

+150 20920 20900 

849 3J17 

Jon 

204.00 

+1J0 204 JO 204 JO 

- 118 

Sop 

201.00 

+190 

- 

_ 

2 

Total 





ijn *420 


■ SUMER COMEX (5.000 Tray cel; Cantaftmy at) 


Doc 

522.1 

_ 

5246 

515.0 15,786 

9433 

Jan 

524J 

- 

5390 

52X0 

1 

35 

Mar 

5298 

- 

531 J 

5225 25081 63,014 

Hay 

5336 

+96 

534.0 


947 

SJ88 

M 

■Bfja 

+1.2 

5395 

527.0 

405 

5,181 

Stp 

537J 

+M 

537.0 

5376 

150 

782 


Total 43,102 M/2S7 

ENERGY 


■ CRUDE OH. NYMEX (1,000 barrala. S/berroQ 



Uteri Day's 


OP* 


prico dump High 

Lera 

vai lot 

Jaa 

1912 -9B1 1972 

1907 25592 112K 

Fab 

1932 -958 1968 

1928 13398 50.153 

Hra 

1944 -954 1498 

1940 

7.050 29033 

Aw 

1957 -945 2901 

1052 

3279 18,626 

■ay 

1962 -039 1992 

1955 

1384 18.463 

Jon 

1463 -034 19J5 

1955 

3273 27.035 

Total 



59BB03B5y«7> 

■ CRUDE ON. IPE (S/berreQ 



(atari Days 


Oprii 


prica crap Hgb 

Low 

Vol u 

Jaa 

1955 -954 1987 

1844 20483 61398 

Fab 

1954 -951 1986 

1947 

9353 54,904 

Mar 

1949 -948 1979 

1942 

3.181 14,138 

Apr 

1944 -947 1971 

1840 

2J42 7209 

■9 

1937 -948 1965 

1933 

793 6212 

Job 

1930 -948 1951 

1933 

677 11J97 

Total 



43338189811 

■ HEATING OIL KYUBt WO000 US IjaB^ cflJS 


Leant Days 


Open 


prico clnoga Hgb 

U>» 

Vei u 

Dac 

5945 -2.04 5941 

5145 19134 29365 

Jaa 

5965 -1J7 5625 

54 JO 13557 47503 

Feb 

5915 -1J7 5945 

5530 

2387 20,178 

Hra 

5910 -1.07 5910 

5430 

1317 13.060 

Apr 

5430 -972 5920 

5420 

447 9415 

May 

5335 -962 54.20 

5330 

280 4.845 

Total 



37J77 12UJ64 

■ GAS OB. PE (SAome) 




Sett Day* 


Open 


prtoe ctaaaga Mgfa 

Im 

M tat 

Dac 

17125 -5 JO 17900 17900 

8263 18270 

JM 

17075 -900 17975 16975 

9322 191BB 

Ft* 

170 JO -425 17330 16930 

1.972 15,134 

Urn 

16925 -325 17125 16830 

1.663 9387 

Apr 

167.75 -225 16975 16730 

760 4.672 

m* 

18950 -200 16950 16730 

595 2304 

Total 



39425 89844 

■ NATURAL QAS K OJODO Branra pence pr ttamj 

Dee 

13390 -0.430 14300 133BD 

285 1485 

Jrai 

19370 -9710 19820 18370 

180 2765 

Total 



835 12350 

■ NATURAL I3AS MYMEX (19000 OfllBDL: SANOBM] 


Uteri Day's 


Open 


price rienge Mffi 

Low 

IM 1st 

Jan 

2540-9120 2380 

2330 23360 50JM2 

Feb 

2440-9090 2550 

2440 

9404 25.631 

Har 

2310 -0.077 2405 

2300 

2206 19991 

AW 

2200-9045 2260 

2200 

1384 11.199 

Hay 

2170-0328 2198 

2170 

332 973 

JUB 

2160-9033 2183 

2160 

428 9048 

Total 



38,174 MM® 


■ UNLEADED M= 

NYMEX (42,000 IE gaH. oUS gafe) 


SHvar Rx 
Spot 
3 months 
6 months 
1 year 
Gold Coins 

Krugerrand 

uapie Loaf 

Mm Sovonrtjn 


pftioy tBL 

US da equhr. 


31330 

52950 


316-55 

52985 

Dec 

318.15 

52830 

324.80 

533.B5 

Jon 

Fata 

Hra 

S price 

£ equiv. 

306-309 

183-185 

Apr 

70-73 

42-44 

**ay 

Total 


Latest Day's Open 

price change ffigb Lne Wri tat 

5770 -128 59.00 57.30 19041 11254 

5725 -123 5940 57.15 11271 32273 

57.66 -1.18 5945 5720 3JS2 13229 

5910 -1.11 5980 57.70 1,511 9475 

6020 -128 6125 60.60 615 7.752 

6120 - 61.65 61.65 727 5205 

39*78 B9/2J0 


■ WHEAT UFFE (100 tonnes; E par tonne) 



salt 

DWa 




Opon 


prica rbange Hgb 

Low 

VM 

Iri 

Jan 

8200 

-080 

8225 

8200 

237 

T330 

Hra 

64.00 

-080 

8435 

84.10 

73 

3J018 

Hoy 

8900 

-080 

8925 

8630 

221 

2J03 

Jul 

8900 

-0.75 

aa 75 

8880 

60 

291 

Sop 

Total 

84-00 

- 

1 

_ 

543 

7386 


■ WHEAT C8T (SJOObu mtn; cartaTOfa bushel) 

Dee 330.25 +425 34260 33460 14205 16428 

Mar 35860 +520 35900 35000 21.162 51267 

M tf 36320 +3.75 36760 36060 3615 10248 

Jri 38925 +460 37160 36560 2,032 16,782 

6sp 37420 +460 37120 371 60 43 385 

Dec 38260 +120 38560 38120 71 3354 

TtM 41480 69615 

M MAIZE CBT (5600 bu mh; cents/5ab buriid) 


Dec 272.75 +220 273.75 27D.00 48,705 67256 
Mar 28220 +025 28360 Z7960 52617165212 
Mqr 28820 +365 28975 28925 5350 40268 

Jd 29260 +320 29225 28820 4272 51623 

am 28625 +360 28900 28325 378 9112 

Dec 28925 +320 28820 28360 1.239 30280 

TOM 1 1 2(80 369861 

■ BARLEY UFFE (100 tonnag £ per tonne) 


Jaa 

7975 

-035 

7900 

75.75 

34 811 

Har 

7925 

-0.40 

7925 

7925 

10 1014 

■w 

7990 

-950 

- 

- 

3 20 

Sep 

81 J5 

-030 

- 

- 

6 

Trial 





44 1011 

■ SOYABEANS CBT (SDCOu ntn; cmta/eObteateA 

Jaa 

72135 

+830 72530 71200 22(59 65.473 

■ar 

72435 

+7.75 72950 71900 

3099 27,717 

“8 

72900 

+7.00 73200 72300 

1J50 21046 

Jri 

73035 

+7.75 73435 72130 

1018 22,148 

/tag 

72435 

+7.75 72700 72500 

114 1,7*! 

S*P 

70200 

+900 

- 

- 

2 52 

Trial 





28/785 148048 

■ SOYABEAN Ofl_ CBT (BO.OOOtbs: cantaflb| 

Doc 


+039 

2943 

2902 12,144 12315 

Jaa 

2559 

+037 

2530 

95.99 

8340 45340 

Har 

2980 

+941 

2900 

2530 10.768 31850 

■for 

2B.07 

+939 

2915 

2533 

1.486 12347 

Jri 

2907 

+934 


2982 

1J07 11337 

An| 

2537 

+937 

2910 

2985 

199 1340 

Total 





35369116388 

■ SOYABEAN MEAL CBT (100 tans; SArai] 

Dec 

237.4 

+37 

2397 

2333 17857 17362 

JOB 

2297 

+18 

2327 

2293 

8315 30, BIB 

Hr 

2233 

+1.4 

2270 

2273 

6082 32,557 

■w 

2294 

+18 

2238 

2199 

3.720 19.783 

Jri 

2208 

+13 

2223 

2290 

1013 133W 

Aw 

won 

+10 

2213 

2203 

235 9204 

Total 





49310124063 


M POTATOES LJFFE (20 tonnes: £ par tonne) 


Hot 

990 

- - 

_ 

_ 

Apr 

1310 

- 1320 1300 

30 

1,116 

Hay 

14TO 

- - - 

- 

22 

Jun 

1510 

- _ _ 

_ 

- 

Nov 

620 

- - - 

_ 

3 

Total 



30 

1.155 


■ FRBOHT (BIFFEX) UFFE (SlCflndas port) 


No* 

1170 

-10 

1180 

1180 

4 

458 

Dac 

1215 

+15 

1225 

1220 

11 

295 

Jaa 

1265 

+10 

1280 

12S5 

57 

670 

Apr 

1345 

+10 

1345 

1345 

15 

411 

Jri 

1200 

-4 

1205 

1205 

15 

124 

Total 

ctaaa 

Pro* 



77 

2018 

BH 

1186 

1188 






PULP AND PAPER 

■ PULPEX OMLX (USS; 24 efr dry tons) 


Srit 

Doyfo 


Opon 

pitas change Hgb Low 

Vol 

■ri 

53200 

-300 *3*1*1 S33JW 

24 

247 

55700 

+250 55700 553 JO 

28 

373 



82 

B21 


FUTURES DATA 

AB tutuna data suppltod by CMS. 


Nuts and seeds Prices (ram Keridko 
USS a tome. Iranian pistachios 28/30 raw 
On ahem naturally opened: second hand 
prices, 4.150 FCA. Walnuts US Jumbo 
InsheS: 1200 CPT Europe. TurWsti hazel- 
nuts 13715 + 11713. lor new trap indica- 
tion 4200 CFR. Iranian «u Harms double 
cleaned crap 1937. 1.110 CFR. Iranian 
apricot halves 1,780 CFR for top Industrial 
goods. Indian oh shawe; crop 1897 CFR. 
W3S0. 660(7. W240, 5.750. US atmomfs: 
crop 97, SL5%.at 9880 FAS Oct ship- 
ment 22J2A NPS5R at 4.700 FAS for Oct 
Coconut: 1,130 FOB from top mapping 
mills. Russian Snow White pumpkin 
aad 97 flag. i-«m cfr Mg 


SOFTS 


MEAT AND LIVESTOCK 


■ COCOA UFFE (10 tonnes; E/toma) M LIVE CATTLE CME ((QJOObs; centa/fta) 



Sett 

Oaf* 


- 

Opon 


Srit Dayta' 

Dpn 


pika drango Hgb 

Low 

Vol tat 


Pries dingo Hgb Lora M 

tat 

Dm 

1000 

+2 

1005 

997 4,313 27.494 

Dec 

67900+0.150 67950 67.076 9720 

23.112 

Har 

1027 

+4 

1032 

1022 1393 62155 

fob 

69650+0.025 69775 69500 9859 

43JS1 

May 

1046 

+3 

1049 

1043 

274 24.106 

Apr 

72100-0-025 72275 72000 3J48 

19329 

Jri 

1064 

+3 

1070 

1060 

493 10952 

Jan 

7U225 - 70.300 70.125 763 

12986 

S«P 

1080 

+2 

108S 

1079 

752 19557 

Ang 

70900 +0.025 70.700 70450 192 

4940 

Dao 

1097 

+2 

1098 

1093 

720 22576 

Od 

72975+O.GS 72600 72350 19 

1287 

Total 




KUK 196/82 

Total 

20J04 104*11 

■ COCOA CSCE (10 tonnes; S/tomes) 

■ LEAN HOGS CME (40JXX&B; cants/lbs) 

Dm 

1552 

+8 

1555 

1540 

28 655 

Dm 

62450+0900 62700 62275 3931 

10344 

Har 

1582 

+3 

1584 

1571 3J6G 48/416 

Feb 

60950-0.125 61200 60950 3219 

15924 

Hay 

1612 

+3 

1612 

1600 

B30 19541 

Apr 

57.700-0925 59250 57975 635 

9627 

Jri 

1632 

+4 

1630 

1624 

110 4J5B 

Jot 

65J00-0L100 69750 69500 275 

3901 

Sep 

1650 

+4 

1651 

1651 

59 5730 

Jri 

64925-0075 64650 64900 28 

1288 

Dm 

1670 

+4 

1665 

1662 

31 9.074 

Aug 

62175+9025 62175 61.700 15 

211 

Total 





4984 0H SB9 

Total 

8*88 

38968 

■ COCOA OCCO) (SOFTs/tame) 


■ PORK BELLIES CME (40.D0CXM; cantsAbft) 


Bo* 25 Price Pie*, tfry 

Daly 1217.42 122260 

M COFFEE UFFE (5 tames: SAonne) 


80* 

1635 

+33 

1635 

1567 77 281 

Jan 

1630 

+2B 

1640 

1565 3936 19D34 

Mar 

1622 

+24 

1628 

1580 1780 12327 

Hay 

1620 

+23 

1625 

1586 546 4392 

Jri 

1618 

+21 

1605 

1586 23 1965 

Sep 

Total 

1623 

+21 

— 

- 4Z0 

6372 34788 


■ COFFEE ‘C CSCE (37200te: oana/lbg) 

Dec 161.00 +210 16260 15&50 375 1265 

Iter 19905 +3.45 15760 13065 4644 UL705 

■ay 149.25 +225 15020 14520 305 4.186 

Jri 14420 +125 144.25 14160 1S6 2276 

Sap . 13975 +Z00 13925 13925 34 1.147 

Dee 13560 +1.75 13560 13320 33 883 

Total 4671 22JB4 

■ COFFEE (ICO) (US centa/pound) 


No* 25 Pm. ray 

Comp. (My 11924 11977 


15 day average 11868. 11825 

■ WHITE SUGAR UFFE (50 tonnes: S/tonne) 


Har 

3109 

-09 

3112 

3093 1902 21360 

Kay 

3153 

-02 

3163 

315L1 

732 4918 

Aag 

3198 

-03 

3183 

3194 

195 4.043 

Oct 

3139 

-17 

313.7 

3139 

60 3.459 

Dec 

314.7 

+02 

- 

— 

- 142 

Tow 





2309 34348 

■ SUGAR *11' 

CSCE (112JXXMtxK centa/lbg 

Her 

1224 

+0.02 

1227 

122013968 108k 

■toy 

1218 

+0.02 

1220 

1215 3360 30364 

Jri 

11.90 

+atn 

11.91 

1137 1396 24394 

Oct 

1173 

+001 

11.73 

11.69 

556 23.161 

Mm 

n J6 

+0.01 

1137 

1197 

70 6.076 

Hay 

1192 

+0.01 

1193 

1132 

Tt 903 

Trial 




19J02196315 


■ COTTON NYCE gO.OQOlbs; canta/te) 


Dac 

7038 

-037 

70 70 

7023 

70S 1.324 

Hra 

70.73 

-0.67 

7125 

70 65 4,107 41.178 

■w 

7201 

-032 

7240 

7196 

902 13954 

Jri 

7393 

-038 

7330 

73.00 

388 13,«5 

Oct 

7427 

-036 

7430 

7428 

23 960 

Doe . 
Total 

7431 

-0.47 

7430 

7430 

115 13967 
8222 80/544 


■ ORANGE JUICE NYCE (1590Ubs; canjajtaj 


Jao 

7930 

- 

BQ90 

7990 1316 22 830 

Har 

8395 

+0.10 

83.95 

8230 1947 14.135 

■ay 

86.15 

+095 

86.70 

BS2D 

15S 

3339 

Jri 

89.00 

-0.10 

8930 

88.75 

. 82 

1980 

Sep 

8195 

+0.05 

8200 

9200 

139 

838 

Nov 

93.66 

+0.45 

9600 

9525 

10 

1970 

Tetri 





2335 44343 


VOLUME DATA 

Open Merest aid Volume data shown for 
omitiacm traded on COMEX. NYMEX. CBT. 
NYCE. CME. CSCE raid IPE Crude OH an 
one day fri arrears, volume A Open Merest 
mots ran far off traded months. 


INDICES 

■ Reuters (Base: 18/B/31 = 1001 


Nov 26 Nov 25 month ego year ago 
1803.7 1808.7 18386 18776 

te CUB Futures (Base: 1867 - 100) 

No* 25 Nov 24 month ago year ago 
235.89 237.83 

■ OSCt Spot (Baae: 1970 = 1001 


Nov 28 Nov 24 month ago year ago 
181.87 192.71 211.46 21826 

LM& WAREHOUSE STOCKS (t*—B«) 


Alumtatum 

-0025 

to 

677 22S 

Atamtahan affoy 

-400 

to 

43.490 

Copper 

+575 

to 

343.750 

Load 

-25 

10 

117200 

NtChri 

+636 

to 

66540 

zne 

-1550 

to 

496575 

Tin 

+35 

to 

8965 


Feta 

57 825+1.000 58.100 56.925 1,382 

6997 

Hra 

56350*0225 57.100 56950 

150 

1997 

■for 

57900+0950 57.700 56900 

136 

539 

Jri 

57200+0300 57.700 50700 

18 

374 

Aag 

53900+0250 53.600 53.350 

18 

46 

Trial 


1388 

8977 


LONDON TRADED OPTIONS 

StrBta price S forme — Cade — — Puts — 


■ ALUMNHJM 


(99.7%) LME 

Doc 

Mar 

Doc 

Ms* 

1550 . 

n/a 

. 

. 

_ 

1600 ._ 

n/a 


. 

- 

imn 

n/a 

- 

- 

- 

H COPPER 





(Grade A) LME 

Doc 

Mar 

Dec 

Mot 

iftrm 

n/a 

. 

- 

_ 

1850 . 

nfa 

- 

- 

. 

1800 

n/a 

- 

- 

- 

H COFFEE UFFE 

Jan 

Mar 

Jen 

Mar 


-ioo 

128 

20 

57 

imn 

82 

101 

32 

79 

1690. 

35 

78 

55 

107 

H COCQAUFFE 

Mar 

May 

Mar 

May 

IOOO 

57 

85 

30 

39 

iruH« 

44 

71 

42 

50 

mm 

35 

5B 

58 

83 

H BRENT CRUDE 





PE 

Jan 
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LONDON SPOT MARKETS 

■ CRUDE on. FOB (per barrel) +cr- 


Dubai 

S1730-735W 

-0930 

Brent Blend (doted) 

SI 034-8 98 

-0.745 

Brant Bland (Jan) 

Si 8.49-831 

-0910 

W.TJ. 

Si 898-9.1 2nr 

-0.685 

H OIL PRODUCTS MHEpronpt dataray OF (tome) 

Premium Gesoflne 

SI 89-182 

-3 

Gas Off 

8176-176 

-53 

Heavy Fuel Oil 

SB9-101 

-1 

Naphtha 

Si 85-187 

-33 

Jet fori 

$194-196 

-7 

DNasri 

SI 84-1 86 

■6 

■ NATURAL GAS (PerawrthemiJ 


Bacnon (Dec) 

1395-14.05 

-0^0 

PbooWh Atgua. Tat Lemon fO rrt) 309 B7Se 

H OTHER 



Gold (par tray raft 

529735 

-4.70 

SOver (per troy oajf 

524JOOC 

-130 

Wadnum (per iroy oz_) 

S3S290 


PaHecken (per troy ozj 

S20990 

+490 

Copper 

89.0c 


Lead (US prod.) 

4590c 


Tin (Kuala Lumpur) 

19.57r 

+0.37 

TVl (New York) 

2713 

+49 

Cattle (Eve wofolil) 

90.08p 

-1.78- 

Sheep (Sve wragta) 

B9.45p 

+3.63* 

Pigs (five wrightlt 

64.960 

♦0.11 

Lon. day sugar (Taw) 

S28830 


Lon. cay sugar (Mte) 

$302.10 

. -020 

Barley (Eng. feed) 

Unq 


Maze (US No3 Yeflow) 

£10990 


Wheat (US Draft North) 

Unq 


Rubber (DedV 

64 JOp 


Rubber (Jan)V 

54.50p 


Rubber (KLRSS Nol) 

279. Or 

-19 

Coconut 04 |Phfl)§ 

605.0y 

-59 

Palm Od (Mriay.S 

5273w 

-23 

Copra (pteQ| 

54023 

-23 

Soyabeans (US) 

1879s 

+1.0 

Cotton OuOofXK mdot 

77.10c 


woo# ops (84s Super] 

399p 
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CROSSWORD 



ACROSS 

1 After take-off, tty past (6) 

4 Crew matt showing little 
variation in stroke (6) 

8 Fine stuff for a Welsh 
banker at tea break (7) 

9 Identify old boy in setback 
with dummy pill (7) 

11 Picture-house (3,7) 

12 Where barristers get 
refreshers? (4) 

13 The craft of the Jumblies 
<5) 

14 The way to encourage fish 
(8) 

16 One has a job to get money 
from one (8) 

18 Bill has to deliver bitter (5) 

20 Called for an orange, peeled 
(4) 

21 Light provided by candle 
hire (10) 

23 Poise sought by an accoun- 
tant? (7) 

24 A note added willingly (7) 

25 Agreed with the head (6) 

26 A poem's positive points (6) 

DOWN 

1 Into the lead 1 step (5) 

2 He leaves his country to be 
protected by another (7) 

3 Large pieces of major road 
faulty in the centre (9) 


5 Agree the score (5) 

6 Recoiling from drugs? (7) 

7 Bandleader pursued by the 

sheriff (5,4) ' ~ 

10 It provides blanket cover- 
age - for a dorm feast? (9) 

13 Order me a gin. as a repeat 
order (-L5) 

15 Such is life on the rolling 
deep (2A4) 

17 Many tease girl set up as a 
slowcoach (7) 

19 Had a series of strokes but 
recovered (71 

21 Hide away sound currency 
(5) 

22 Lives badly, producing 
social problems (5) 

Solution 9,542 
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LONDON STOCK EXCHANGE 

Bid news and Far East stability help shares 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 


Reassuring performances from 
the Far East and Wall Street, 
plus an element of relief that 
there were no unpleasant sur- 
prises in Gordon Brown's “Green 
Budget” on Tuesday, brought 
widespread gams to UK equities 
yesterday. 

Additional help came from 
more bid action in the form of an 
increased offer from Lafarge of 
France for Rediand, the building 
materials group, which was noti- 
fied to the stock exchange after 
the close on Tuesday. 


Just about the only bad news 
for stocks came from the trade 
figures, which received a cool 
reception in the market and saw- 
gilts initially slip back. 

With Wall Street coming In on 
a firm note. London finished In 
good heart, although well below 
its ses sion- high. 

The FTSE 100 index recrossed 
the 4.900 barrier, peaking at 
■U907.I, before coming off to fin- 
ish the day 27.7 higher at 4,891.2. 
The second liners and small caps 
were also well supported. The 
FTSE 25 0 settle d 20.5 Up at 4.6513 
and the FTSE 5 maXICap rose 5 .2 
to 2366.1. 

The trade figures drew caution- 
ary responses from some econo- 


mists. Adam Cole at HSBC James 
Cape! said: "The latest data are 
the first hint that the trade bat 
ance is beginning to deteriorate 
following sterling's depreciation. 

“That said, the rise in the defi- 
cit is unlikely to be dramatic as 
export volumes are holding up 
welL We continue to believe that 
sterling’s impact on exports, and 
hence GDP growth, will be more 
modest than has been the case in 
the past, putting further upwards 
pressure on base rates to cool the 
economy.” 

Some fund managers remained 
unconvinced about the bearish 
stories regarding global markets 
in the wake of the Asian crisis. 

A senior fund manager at one 


leading UK investmer-i manage- 
ment group insisted the under- 
tone in London remained .-oiid, 
underpinned by liquidity. “The 
cash coming into the marknt will 
be boosted substantially by the 
bids for Mercury Asset Manage- 
ment, worth £3.1 bn. the £2 rbn 
for bid Red land and the £] bn -pi us 
bid for Allied Colloids.” 

He also pointed out that the 
amount raised for rights issues 
this year was swamped by the 
cash being injected into the 
market from bids. 

The market was bolstered by 
notes from Mark Tinker of UBS, 
which pointed out that, on an 
earnings yield basis, equities 
were at their cheapest level rela- 


tive to bonds tor six yeans and 
added that the Green Budget 
would encourage companies to 
tr.dufcc m share boy-backs. 

Tfw btd for Redbud Induced 
plenty of support tor building 
stocks, notably Blue Circle, 
which topped the Footsie perfor- 
mance list, while brokers ABN 
Amro Hoare GoveR and Goldman 
Sachs were behind the late run in 
Royal Sc Sun Alliance. 

Stones that a bid for a life com- 
pany was imminent helped Lon- 
don & Manchester spearhead a 
general drive by the sector. 

Turnover at 6pm was a hefty 
SJCm shares, boasted by Dresdner 
KI cm wort Benson's move to buy 
166m Rediand shares. 
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FTSE 100 
FTSE 250 
FTSE 350 
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German 
boost for 
BAe 


By Joel Kibazo, Peter John 
and Martin Brice 


News after the market 
closed that the German par- 
liament had given the 
go-ahead to the four-nation 
Eurofighter project was 
expected to boost leading 
defence and engineering 
issues in today's session. 

The vote eliminates the 
last obstacle to starting pro- 
duction of the aircraft next 
year. UK companies will get 
around 373 per cent of the 
work on the project with the 
rest going to companies in 
Spain, Germany and Italy. 

Speculation that the proj- 
ect was about to be cleared 
helped underpin yesterday's 
advance in British Aero- 
space, although reports 
suggested the company was 
surprised by the timing of 
the vote. The shares put on 
22 to £1532 in trade of just 
under lm. 

BAe is expected to be the 
biggest UK beneficiary from 
the project. 

With some 620 aircraft to 
be built Brian Newman at 
Henderson Crosthwaite said: 
“This is the news the indus- 
try has been waiting for. It 
will keep the UK defence 
industry going for the next 
15 years.” 

He added: “BAe's share of 
the work on this project 
could exceed £3bn and may 
be double from export sales." 


Aero-engines group 
Rolls-Royce and defence 
electronics group GEC will 
also be part of the project. 
Shares in the former eased a 
penny to 236p on volume of 
43m while the latter ended 
the day 2 s /, ahead at 396ttp. 
Volume was 63m. 

BP led a troubled sector 
downwards as it responded 
to a weak oil price. 

The company generates 

the greater part of its earn- 
ings from upstream activi- 
ties and the shares, which 
were the biggest tollers in 
the Footsie, dropped 38ft to 


The majors and the explo- 
ration and production stocks 
were pressurised by a raft of 
discouraging news and ner- 
vousness weighing on the 
sector. 

First. US oil supplies were 
shown, by the latest API 
inventory data, to be higher 
than the market had 
expected. 

Second, analysts were 
starting to factor in an Asia- 
related downturn. One said 
demand coaid toll by 400,000 
barrels which, although 
small compared with the 
world total, will be signifi- 
cant at the rnflrg tn 

Third, El Nifio - a periodic 
warming of the tropical 
Pacific Ocean that has global 
ramifications - is lowering 
demand in the US, which 
accounts for 60 per cent of 
the world total. 

Finally, there are fears 
that the gathering of Opec 
members, who are set to 
reconvene on Saturday, 
might lead to an increase in 
production quotas. 

The net result was a slide 
in the price of Brent crude to 


below $19 a barrel, a toll of 
more than a dollar since last 
week. Goldman Sachs has 
reduced its 1998 oil price 
forecast and there was fur- 
ther pressure from Deutsche 
Morgan Grenfell, which 
turned negative on the Euro- 
pean sector. Enterprise fell a 
penny to 5S4p, Lasmo 5V« to 
268%p and Cairn 5 1 /* to 
472‘Ap. Shell Transport was 
off 2 at 418p but the stock 
was supported by a big buy 
note from Merrill Lynch. 
The broker has raised its 
stance on the stock and is 
about to set off cm a big road 
show to talk the story. 

The bears gained the 
upper band in food retailer 
Safeway following two ses- 
sions this week that saw the 
shares move ahead. 

Monday and Tuesday wit- 
nessed a recovery in the 
stock, which fell sharply last 
week as dealers raised the 
prospect of renewed merger 


talks with Asda Group. 

But all that was of little 
concern yesterday. The com- 
pany is in the middle of a 
series of presentations to 
institutions and the word is 
that many remain uncon- 
vinced by the group's 
strategy. 

The shares fell 6 to 324p, 
with concerted selling 
prompting turnover of llm. 

Asda was also active and 
saw business of 7.8m. A 
two-way pull in the stock 
left the shares at lBOVip, 
unchanged cm the day. 

A sharp post-results 
appraisal of National Grid 
by SBC Warburg Dillon Read 
sent it down 12% to 289ftp. 

Warburg issued a “sell” 
note and painted out that, 
once the shares are consoli- 
dated. the yield will toll to 4 
per cent. That would leave 
the power generator as one 
of the lowest yielding utili- 
ties. Warburg believes the 


FT 30 INDEX 

Nov 26 Nov 25 Nov 24 Nov 21 Nov 20 Yr ago High low 

FT SO 31633 3145.7 3157.5 3204.B 31 BBS 2820.4 34303 2665.8 

Ord. cSv. ytekl 3.57 3 j59 338 153 3.58 4JE 4J22 329 

P/E rational 20.57 20.49 2057 2086 20.55 17.16 2233 1530 

P/E ratio rfl 20.29 2031 20-28 20.57 2037 17 JM 2232 15.71 

FT 30 n> ccnvbttrr Mgfi 3*303 16HCW7; low *9* 2MKM0 Baas One i/KB. 

FT 30 hourly changes 

Open OJK) 1000 1130 1200 1300 1430 1530 184)0 Kflh Low 
3148J1 3163-1 31643 31823 3158.7 31623 3168.8 31663 81413 31713 3141.0 
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Not 25 

New 2* 

Nov 21 

Nov 20 

Vr ago 

41.143 

44£9B 

60546 

57519 

6151S 

37.770 

_ 

NA 

22995 

26685 

2832-2 

11675 

- 

NA 

48,558 

43583 

42570 

24.117 

- 

NA 

6835 

6995 

785.1 

533.0 


SEAO bargrfna 41.143 44399 60346 57310 6 

Equity hanuver (Qntf - NA 22 992 26683 2 

Bjuily bagskwt - NA 48358 43383 4 

Shares traded (mftt - NA 6833 8903 

lExducSng m a nna l u» and u t aa/ mx turnover but nd udtag Crest timw. 
O FTSE H a m ationri United 1997. All nghta manat "For 1997. 


■ London market data 


RhassndIMs* S2 Wssk Ngl» and knn Lore Equity options 

Total Ftises 700 Total Highs 35 Total contracts 18343 

Total Fate 550 Total Lows 98 Cida 8325 

Same 1.705 Puts 10.018 

Data baaed on Equity shares tatad on the London Share Service- 


HOW SMART 
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COMPETITION? 


Very smart, indeed, if they are reading the Financial Times on a daily basis. 

Because there is no better way to keep abreast of important events that affect business. 
Whether tbe subject is politics, economic and financial events or technological 
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stock has little attraction 

above 27»p. 

Billiton, the mining group, talks with Pioneer Interna- " ‘ ■ " J " — — “—rfr — 7TZ T~ TIT” 

slid 6 to 153= -*p as the market tional. the cash-rich Austra- Jn a *** 

reacted to Tuesday's late lion concrete and cement -lawo * 

profits warning. group. Pioneer rose about 4 H ftse ssn index futures iutfei cio ew w* )->■< iw; 

Alliance & Leicester percent — — ' “ 

received a boost from HSBC Among transport stocks. Dae 
James Capel. which had P&O sbed 7 to 648p after 

been at the low’ end of the results from P&O NedUoyd, moBl emo* r4Sn , C io y« n* 

range of forecasts but yesier- its container shipping joint ■ — — — “ — ~~ — ~~ — ~~ 

day lifted its estimates 3 per venture, that showed a _ 4700 Q 47S ® c *““ r rf* 5 ?. 


in volume of &2m amid spec- FUTURES AND OPTIONS 

ulatioc that it had been In B ^ pj pgx futures ,-uffe? ^ ***** ***** i*hi 

rSh Austra- °p®* w 3 n ^ 

lian concrete and cement £ —J SJ ^ ^ T \£ 

group. Pioneer rose about 4 m ^ pyruaes lurfEi cio pv« hJ rse* tw: 

Dot ^ <*'» 


cent. Capel reiterated its decline in market share on 
"add" recommendation and trans- Atlantic routes. The 
is now looking for £4 15m S25m operating profit was 


before exceptionals for this less than the $40m expected ^ '4a<; x 3^> 

year and £443m for 1998. by some, but the company cas i *86 tven/a 

A&L gained 181i to 730l^p. was said to be bullish in a a euro stvle ftse ioo moot option iute. gin fw 6ib 1^1 nms 
Royal & Sun Alliance presentation to analysts. ~ ~ ^ ~ ^ 502s sore 

closed a net 18 better at S41p Abacus Polar, the Small- cue 2B1 82 221': 95 ts U2-? M2 C? U3’-;:ub IN i:r': EM: x O 1 ; TS 1 .* 


foDowing active buying from Cap electronic component i# ^ 

a couple of the bigger distributor, lost 22V, to 156p 2 &. g 30 ,91 *£? g m ‘ ! M 5?^ * ' ‘ B ‘ : 


a couple of the bigger distributi 
brokers. after it 

Global repercussions of warning, 
the acceptance by Rediand 
of the bid from Lafarge of 
France echoed round stock 
markets yesterday. In Lon- 
don, the building materials LOHDOl 
sector was the focus of atten- 
tion as it put on a very p ^ 
strong performance after sTTr" 
Lafarge lifted its offer from - p.p’ 

320p a share to &5p. ■ 

Dealings in Rediand ^ ££ 

topped the 166m mark, or §150 fj* 

more than 30 per cent of the : 
522m shares in issue, as . FiP ; 

Dresdner Kleinwort Benson - fjp. 

bought the stock on behalf 
of Lafarge at very close to . 
tbe offer price. §*5 fj> 

The shares rose 4V* to 250 ££• 

339>,ip. a fa 

Elsewhere in the sector, §as fj> 

buyers trawled for candi- . ~ * p - 

dates likely to be part of am* «•*(*» 
more consolidation. David 
Taylor at Teather & Green- 
wood said: “Within one or 
two years we are likely to 
see further concentratioa in 
UK bunding materials com- 
panies, and the establish- 
ment of integrated cement. 
readymix and aggregates B r . T . . 
companies, of the sort that **^0 
are seen elsewhere in 
Europe and North uxateoicai 

America.” S5S?S ^ 

Hanson was seen as a lead- 

ing candidate for consolida- 

tion and gained 9*4 to 301‘4p 


after it issued a profits ^ afiina': 40o; ; roC> w 3eo 

warning. cam 13U ten * iMumog M« aw nmun mu»0 Jt* uu Wtoeea pter. 

t Ueg teM may WAS. 
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W eak bullion puts pressure on gold shares 


WORLD OVERVIEW 


The collapse of another 
Japanese hank and the sight 
of a farther Korean company 
seeking protection from tts 
creditors failed to the 
nerves of world stock mar- 
kets ahead of today's 
Thanksgiving holiday In the 
US, zorOes Philip Coggan, 

The Nikkei 225 average 
actually gained ground on 
the day, despite the collapse 
of Tokuyo Bank, a second- 
tier regional bank. Bat there 
were shaxp fallB to hanlr and 
broking stocks as Investors 
feared the disc overy of far- 
ther bad news. And, while 
Korea was only fractionally 
lower, few believed the crisis 


Johmeebug SE Gofd index 
1*00 



was past, with Soosan Heavy 
being the latest corporate 
casualty and Samsung slash- 
ing Its plans. 

Elsewhere, attention was 
focused on gold shares, with 
the morning bullion fix at 


$297 per ounce, a 12%-year 
low, after Eddie George, the 
Bank of England governor, 
said he would he surprised If 
the European Central Bank 
held large stocks of gold. 
The metal failed to regain 


the $300 level in afternoon 
trading. 

The bullion market has 
been weak for same time on 
fears that central banks 
might be selling, or planning 
to sell, soma of their vast 
gold reserves, equivalent to 
nearly IS years’ production. 

Australian mining shares 
took a hit, with Normandy 
Mining, the largest gold 
group, down by 3.6 per cent 
and the sector index off 2.6 
per cent. The weakness car- 
ried through to Johannes- 
burg, with a TJ per cent fall 
In the gold sector, just a day 
after Anglo American 
revealed pints to reorganise 
its gold interests into a new 
group, AngktgokL 


What a long time It s e ems 
since George Soros, the 
hedge fund manager, took a 
weB-pubUctsed punt on the 
gold price and bulls talked 
wistfuBy of the prospect of 
5500 an ounce. 

One by one. the props of 
the bullish case have been 
kicked away. It used to be 
argued that the emerging 
Asian economies would 
prove a steady source of 
demand: that is hard to 
believe in the wake of the 
currency crisis. And. in spite 
of the worldwide falls in 
equity markets, gold has 
failed to benefit from any 
“safe haven" effect 

John Bridges, North Amer- 
ican gold equities analyst at 


Flemings Global Mining 
Group, said: “Our estimation 
suggests that, on a pure cash 
basis, around a quarter of 
the world's production is at 
risk at the current price.” 

However, he pointed out 
that stopping and starting a 
mine was a costly business, 
which groups would not 
undertake because of a 
short-term fell in the gold 
price. 

He said the Australian 
mining companies have 
tended to hedge their pro- 
duction fo r wa rd, the North 
Americans tend to be highly 
geared while the South Afri- 
cans appear to have the big- 
gest percentage of their 
industry at risk. 


Blue chips 
calm before 
Thanksgiving 


Paris spurred by takeover talk 


FTSE Ac? rics Share Indices 


F-ircoean se' 


AMERICAS 


Wall Street made - a 
studiously calm start to trad- 
ing before today's Thanks- 
giving Day holiday, tha 
market's main indexes 
moved slightly higher by 
midday, unites John Labate 
in New York. 

The Dow Jones Industrial 
Average gained 16.67 at 
V32SSI by early afternoon. 
The broader Standard & 
Poor's 500 index was also 
higher, up 4^8 at 95&20. The 
market Is closed for Thanks- 
giving, but will reopen 
tomorrow. 

Sentiment was helped by a 
report that made a slight 
downward revision to US 
GDP growth, down to 3.3 per 
cent for the third quarter 
from 3.5 per cent reported 
earlier. The Chicago Pur- 
chasing Management Associ- 
ation reported an increase in 
busines& activity in Novem- 
ber as its index rose to 59.5 
from 56.0 In October. 

“We’ve had positive eco- 
nomic news in the morning 
and a bounce in overseas 
markets overnight," said 
Arthur Hogan, senior equity 
trader at Morgan Stanley in 
New York. 

Treasury bonds had a 
miypri morning as the bond 
market prepared to close 
early in advance of the holi- 
day. By midday the 30-year 
bond was down A at 100%, 
sending the yield up to 6X57 
per cent. Banking shares 
were mixed, with most show- 
ing slight gains as the Phila- 
delphia Stock Exchange's 
banking Index rose 1X7 at 
726.98. J.P. Morgan gained 
$14 at $114%. 

In the Dow, AT&T shares 
rose $% at $55il after the 


telecoms company said it 
would sell its p»e*"g unit. 
IBM continued higher, rising 
$14 to $108% after a strong 
day on Tuesday. 

Oil stocks were mixed, as 
Chevron shares slid $1 at $80 
in spite of a “strong buy" 
rating from Morgan Stanley. 

Technology-related shares 
had a good morning, as the 
Nasdaq composite index was 
up 5X8 at 1X95X2. 

Dell Computer, which 
reported better-than-expec- 
ted results earlier in the 
week, rose $1M to $83, while 
rival Compaq Computer 
surged $24 at $614- Shares 
in Teradyne, a computer 
equipment company, 
plunged more than 6 per 
cent or $24 at $33%. 

TORONTO moved steeply 
lows* in TunrnTng’ trading as 
investors pulled savagely 
out of gold shares. B anka 
were also weak, but a near 5 
per cent slide for the golds 
index was the main reason 
for a 77X2 decline to 6X53X0 
for the 300 composite index. 

With the bullion price slip- 
ping below $300, golds were 
said to be a one-way street 
Leaders such as Barrick and 
Placer Dome retreated 40 
cents to C$ 2 3 . 65 and 20 cents 
to C$17.55 respectively. But 
less diversified mining 
houses suffered the heaviest 
casualties . 

The fourth-quarter earn- 
ings statement from Bank of 
Nova Scotia disappointed the 
market and the shares fell 90 
cents to C$63X0. Royal Bank 
of Canada lost C$1.15 to 
C$78.65 and Bank of Mon- 
treal C$1.60 to C$63.40. 

Seagram shed 70 cents to 
C $45 .5 0 and Newbridge 
Networks gave up 25 cents 
to C$61.40. 


Takeover rumours drove 
PARIS higher fear the second 
day running - the CAC 40 
index ending 25.39 up at 
2X11.65 after another session 
of relatively narrow trading. 

Bank leaders BNP and 
CCF surged more than 5 per 
cent each on speculation 
that both were potential bid 
targets following the move 
by financial conglomerate 
Paribas to buy out the 
minorities in two large 
satellites. 

With traders convinced 
that the deals, announced 
late on Tuesday by Paribas, 
were a forerunner of further 
takeovers and consolidation 
for the French financial sec- 
tors. BNP jumped FFr14 to 
FFI279.10 and CCF FFr1830 
to FFr378 X0. 

Oils continued to suffer 
from Qpec scare stories and 
worries about rising US oil 
stocks. 

Elf Aquitaine fell FFr20 to 
FFr660 and Total FFr21 to 
FFr609. Both shares have 
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Sao Paulo moves ahead 


SAO PAULO traded higher 
at midsession, amid opti- 
mism th at flw government’s 
proposed constitutional 
amendment an public work- 
ers’ dismissal would be 
approved in the chamb er of 
deputies with the required 60 
per cent majority. 

The Bovespa index was 131 
higher at 9X82. 

Minas Gerais power com- 
pany Cemig was R$&20 or 4.4 
per cent higher at R$52X0 as 
the state government hinted 
that it might privatise the 
company in the first half of 
1998. 


CARACAS moved ahead at 
midsession after two days of 
sharp declines the IBC 
index stood 10625 higher at 
8,593.63. The benchmark 
Electricidad de Caracas 

bounded higher, making up 

some of the ground lost 
since the start of the week. It 
was up up 14.85 bolivars to 
605 boliv ars. 

MEXICO CITY climbed L7 
per cent at midsession, 
helped by gains in regional 
markets. The EPC index 
picked up 82.16 at 4,86923. 

Tehnex L shares were rose 
16 centavos to 19X2 pesos. 


given 19 close to 10 pa* cent 
over the past three sessions. 

FRANKFURT finished 
electronic trading almost 2 
per cent higher, with the 
Ibi&-indiQated Dax index op 
76.79 at 3X26X3. 

Volkswagen rocketed 
DM38.4 or 4 per cent higher 
at DM991X0 after the car- 
maker said it would not 
make any decision on the 
issue of new shares as part 
of its planned capital 
increase until next year. 

Lufthansa, up DM124 at 
DM32.36, was among the best 
performers in response to its 
announcement that nine- 
month pre-tax profits rose 
124.7 per cent 

Allianz rose DM8.85 to 
DM415.90 ahead of today’s 
nine- month results. 

AMSTERDAM ended 11.13 
higher at 882X5 on the AEX 
index In spite of a 10.1 per 
cent shakeout for Nedlloyd, 
where third-quarter results 
fell short of expectations. 

The diversified shipping 
group bounced at the open- 


ing on reports that it 
planned to raise rates on 
Asian routes. Bat by early 
afternoon, the shares were 
streaming lower on earnings 
disappointments. They 
closed off FI 4X0 at FI 42.60 - 
more than 40 per cent below 
their October peek. 

Merrill Lynch, meanwhile, 
launched an issue of 2Xm 
Euro-Certificates linked to 
the Amsterdam Mldkap 
index, which will enable 
investors to trade the mar- 
ket capitalisation weighted 
iwriav qii a dally basis. 

ZURICH saw another star 
performance from UBS, 
which pressed ahead for a 
fourth straight session in 
response to recommenda- 
tions from several brokers 
and snrnp positive press com- 
ment. The shares rose SFr44 
to-'SFrtX09 and the upbeat 
mood spilled over to CS 
Group, SFr425 higher at 
SFT209.75 . 

SBC added SFrlO at SFr4Q3 ; 
after file bank denied market | 
rumours that its strategic 
alliance with Long Term 
Credit Bank of Japan would 
not proceed. 

Baloise insurance rose 
SFrtl to SFI2X48 and Swiss 
Reinsurance gained SFr85 to 
SFr2260. Dealers linked the 
advances to rumours that 
Martin Elmer's BZ Group 
was building positions. 

Again st the trend, Adecco 
gave up SFTL5 to SFr4l5 as 
the Swiss-French employ- 
ment services group's nine- 
month figures showed a fall 
in the Ebit margin. 

The broad market put in a 
positive performance, which 
took the SMI index 7L7 
higher to 5,738.0. 

MILAN was boosted by 
continuing hopes of an 
imminent interest rate cut 
as treasury officials said 
there was scope to reduce 
borrowing costs. 

The MIbtel index rose 161 
to 15,307 as government 
bonds again touched record 
highs, bat later lost ground 
on Wall Street weakness. 

F i nancial stocks led the 
market highs:, with Gener- 


ali up L743 at L38X97 and 
RAS L466 higher at L16JJ14. 
Toro, the insurance group in 
which Fiat holds a stake, 
added to the excitement by 

anrmnn ring pbiw for a capi- 
tal increase. The shares rose 
L303 at L20X53. 

Banca di Roma, which is 
Jn the mlritflw of a cap ital 
raising exercise, rose deci- 
sively above the Ll,450 maxi- 
mum price, ending L46 to 
the good at LL497. However, 
Banco Ambroveneto, also 
raising capital es part of its 
merger with Cariplo, came 
off to end L89 lower at 
L5X06. 

MADRID’S general index 
extern ded Tuesday's gains, to 
close 9.83 or 1.7 per cent 
highs- at 598X3. 

Stainless steel producer 
Acerinox sharply outper- 


Tokyo finishes broadly firmer 


ASIA PACIFIC 


A broadly firmer trend was 
seen in TOKYO, although 
gains in the main indices 
disguised falls in key sectors 
such as banks and brokers, 
writes Bethan Sutton. 

Investors bought blue chip 
manufacturers and export- 
ers, along with some erf the 
stronger financial institu- 
tions. Banks, brokers and 
construction companies 
were shunned, however, as 
official reassurances failed 
to wipe out concerns of more 
corporate collapses. 

The Nikkei 225 average 
rose 1.1 per cent to close 
178.02 higher at 16,045.55, 
after moving between 
16X78.62 and 15,926.47. The 
Topix index of aU first- 
section stocks was margin- 
ally higher, up 122 at 

1,208.59. and the capital- 
weighted Nikkei 300 Index 
gained LIS to 24026. Falling 
shares led risers 625 to 534. 
with 102 unchanged. 

In London, the ISE /Nikkei 
50 index rose 1X6 to 1,431.64. 

The securities sector 
plunged 7.1 per cent, on con- 
tinued fears of further col- 
lapses after the Yamaichi 
Securities’ failure on 
Monday. 
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Taiheiyo Securities, in 
which Yamaichi has a 40 per 
cent stake, dropped Y22 to 
Y4G and Wako Securities Y80 
to Y161. Daiwa Securities 
was down by the daily limit 
of YX00 to Y466, to spite of 
holding a news conference to 
deny involvement in the 
kind of “tobashi" loss trans- 
fer deals uncovered at Yam- 
aichi Securities. 

Differentiation in the 
banking sector - down 2.6 
per cent overall - was also 
stark. Yasuda Trust and 
Banking fell Y50 or 38.8 per 
cent to Y79. Mitsui Trust and 
Banking Y8Q or 32.4 per cent 
to Y167, and Daiwa Bank 


Y50 or 27 X per cent to Y1S0. 
Gainers included Bank of 
Takyo-Mltsublshi, up Y20 to 
Y1X00. 

Volume Increased from 
597m to an estimated 677m 
shares. 

In Osaka, the OSE index 
gained 88.71 to 16X19X8. in 
volume of 34.4m shares. 

HONG KONG jumped 2X 
per cent, taking a lead from 
Tokyo, although conflicting 
signals from the region 
suggested further uncer- 
tainty for the markets. 

The Hang Seng index 
closed 264.55 higher at 
10.590.1 1 , but turnover 
remained low at HK*6.9bn. 

All sectors, other than 
China plays, made good 
g ains . Sun Hung Kai Proper- 
ties and Cheung Kong each 
added HK$2 to HK$S7.75 and 
HK$55 respectively, while 
Henderson Land climbed 
HKS120 to HKS3720. 

KUALA LUMPUR was 
dragged sharply lower by a 
poor showing in financial 

shares after the death of Loy 
Hean Heong, head of MBf 
Holdings, renewed focus an 
the financial sector. MBf 
group shares were 
suspended from trading. 

The composite index 
closed 15.45 or 22 lower at 


528.12, while the Index for 
financial shares fnmhlori 5J) 
per cent 

MBf group said there was 
no run on the flnannp com- 
pany's deposits after Lay’s 
death and the company 
would continue to focus on 
long-term development 

SEOUL steadied after a 
three-day decline of more 
than 13 per cent but senti- 
ment remained fragile and 
dominated by worries about 
the impact of the IMF rescue 
package. The composite 
index ended down 0.89 at 
438.70. 

Daeho Construction fen by 
its daily limit losing Wan650 
to Wan7,490 as shares to big 
shareholder Soosan Heavy 
Industries were suspended 
after the company sought 
court protection owing to 
financial problems. 

BANGKOK rallied with 
the SET index up 5X1 at 
401.79 to partly reverse a 
two-day decline of 6 per cent. 
Brokers said hopes for posi- 
tive trade account data had 
helped bolster sentiment. 

Siam Cement fell Bt20 to 
Bt242 on news of heavy forex 
losses. Banks were mixed. 
Thai Farmers Bank rose Bt2 
to St74X0, but Bangkok 
Bank abed Btl to Bt94X0. 


EMERGING MARKET FOCUS 

A question 
of volatility 


fomed the overall market, 
rising 4 per cent on a rash of 
positive recommendations 
from analysts. The shares 
ended Pta900 higher at 
Pta22X40. . 

hum nki featured an 8X 
per cent sur ge to Raisio after 
the food and chemicals 
group announ ced thp expan- 
sion of a five-month-old mar- 
keting with John- 

son & Johnson of the US 

at mod at exploiting its Bene- 
cal cholesterol cutting prod- 
uct worldwide. 

The Raisio shares surged 
FM51 to FM630. 

The broad market was 
weak with the Hex index 
marked 15.81 down at 
3,404X9. 

Yvnnsn sqg #gu«ci uj nwenaw 

Morgan, Jeffrey Brown. Jona- 
than Ford end NJchota* MUor. 


SOUTH AFRICA 

Gold shares ended down as 
a bad day for bullion height- 
ened fears about mine clo- 
sures. The golds index fell 
58.4 or 7.1 per cent to a five- 
year low of 754-6. 

The all-share index came 
off 34.7 to 6X44X and indus- 
trials lost 36.3 to 7.770X. 
Sasol was driven lower by 
rumours of a downgrade. It 
tumbled 6.5 per cent to 
R51.90. accounting for 10 
per cent of the day's total 
market volume. 


Increasingly volatile equity 
markets have become a dis- 
concerting feet of life for 
Investors since last month's 
market turmoil. And 
nowhere more so than in 
emerging markets, where 
foam of “Asian contagion" 
have prompted sharp fluc- 
tuations in share prices. 

But why have certain 
markets shown a tendency 
to be more volatile than 
others? Take the case of 
central European markets 
where, as the graph shows, 
both Hungary and Poland 
have experienced sharp 
jumps in volatility since 
mid-October, while the 
Czech market has been 
scarcely affected. 

The Czech Republic 
largely escaped the recent 
turmoil because its cur- 
rency crisis occurred in 
May. In addition, a weak 
economic outlook and the 
Plague exchange’s poor 
regulatory record had com- 
bined to leave the equity 
market pretty bombed out. 

More perplexing, how- 
ever, Is the contrast 
between Hungary and 
Poland. Volatility Is often 
seen by analysts as a proxy 
for market risk. So if, as 
broader trends suggest, the 
potential for contagion was 
the main determinant of 
market risk last month, one 
would have expected the 
Polish market's volatility to 
shoot up far more than that 
of Budapest. 

Hungary is seen as the 
central European economy 
least exposed to Asian con- 
tagion. having a negligible 
current account deficit and 
relatively sound govern- 
ment finances. Poland, on 
the other hand, is seen as a 
potential devaluer. 

The Hungarian BUX 
Index was by far the best- 
performing regional index 
In the first eight months of 
the year, rising by 105 per 
cent But In recent weeks, 
it has sees separate one- 
day fail* of more than 12 
and 16 per cent. The 
declines still leave the 
Budapest market 59 per 
cent up on the year to date. 
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Analysts confess they are 
perplexed by the recent 
behaviour of the Hungarian 
market. One explanation 
offered is that local 
Investors, who were sucked 
into the market following 
Its surge in the first half, 
were caught out by events 
in late October and have 
been forced to liquidate 
positions to meet margin 
calls. 

However, analysts are 
unconvinced by the argu- 
ment because the dis- 
tressed selling would have 
to have been on a vast 
scale to cause the swings 
the market has seen. 

JUrgcn Odenius at SBC 
Warburg Dillon Read pre- 
fers to blame investors’ 
irrational behaviour. “What 
has been remarkable is the 
way that Investors’ ability 
to question simple facts 
declined to such a drastic 
extent that they started to 
believe things that they 
would not normally 
believe." 

Hungary's heightened 
volatility is expected to be 
a temporary phenomenon. 
According to ING Borings, 
the trend towards diverg- 
ing volatility among emerg- 
ing markets can be expec- 
ted to reassert Itself in 
coming months "as those 
markets which suffer pro- 
portionately less from 
Asian-type excesses are 
rewarded with a compress- 
ing risk premium". 

Jonathan Ford 
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The Year 2000 solution 
from Einstein's next of kin 

Whh R/3 and Acc dct a tcd S A R your "tear 2000 problem can be history in a matter of month*. SAP client/server software a, 
and always has been, fully Year 2000 compliant. And the Accelerated SAP method hai been proven to deliver the Lwteu 
implementation possible. In fact, customers chat have used it have gone live under budget and in. under six months. 
Now; they’re finding out what neady 7000 other companies already know — that dieted nnrhiwp 


like R/3 to get a better return on information and the maximum return on investment. 




With less than ljOOO days until the Year 2000. there* no better time for you to find out dun ^ 7 A" wtW 

A Itttsr httn 

right now. For more information call us now on 0181 818 2940 quoting reference FT030. 0| Ilf ermatllS 
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